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THEATRE FORCES NETHERLANDS 


COLUMNIST HITS IKV CRITICISM OF REAGAN'S PROPOSAL 
Rotterdam NRC HANDELSBLAD in Dutch 24 Nov 81 p 7 
{Article by J. L. Heldring: "Fear Surpresses the Other Voice"/ 


[ixcerpt/ It is remarkable that the great propagandist for unilateral 
steps, M. J. Faber, secretary of the IKV /Interchurch Peace Council/ 
considers President Reagan's proposal to the Soviet Union unrealistic, 
because Reagan demands of the Russians...unilateral steps. 


It is not a question of whether Faber is right in this analysis, but 
he loses his credibility when he recommends unilateral steps as real- 
istic policy then condemns them as unrealistic policy, depending on 
whether the Netherlands or the Soviet Union is the one which must 
carry out such a policy. 


Consequently Faber must look for better arguments to reject Reagan's 
proposals. Now he allows himself to be strongly suspected of parti- 
ality. Meanwhile has he also labeled immediately the Russian proposal 
for a moratorium--which would amount to a unilateral proposal by the 
West-~as unrealistic? 


Still may we not assume that the American proposals which, whatever 
their intrinsic merits may be, differ from the image of implacability 
and bellicosity which the Keagan government has projected, for that 
reason are unwelcome to the IKV which has benefited from that bellig- 
erent and uncompromising image? 


Each step, however small it may be, which lessens the chances of a 
clash between the United States and the Soviet Union--consequently of 
a world war--deserves a better reception than the IKV has been willing 
to give Reagan's proposals--even if such a step means at the same 

time a step towards the elimination of the IKV itself. For: if peace 
is once assured, the IKV is unnecessary. Or it is going the same way 
as the churches, which very soon after their appearance, began to be 
regarded as a goal, instead of as a means, 


If the IKV's reaction to Reagan's proposals was niggardly, somewhat 
sour, the reaction of the others was again somewhat too exuberant. 











"A giant step forward,” exulted Minister van der Stoel. Now that 
must still be obvious--unless it was not intended so much that the 
proposals had brought a Russian-American agreement closer, than that 
they suddenly showed a Reagan who was quite different from what we 
were accustomed to, 


In short, the IKV, whose existence depends on the mass fear of war, 

is helped by an evil Reagan; Van der Stoel, who shudders at the idea 
of a breakup of the European-American alliance, benefits from a peace- 
loving Reagan. Hence his cry of exultation, which appeared a bit too 
much like the cry with which the drowning man greets the life buoy 
which is thrown to him. 
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THEATRE FORCES NETHERLANDS 


IKV SPOKESMAN CRITICIZES NATO'S ZERO OPTION CONCEPT 
Rotterdam NRC HANDELSBLAD in Dutch 24 Now 81 p 7 


Hrticle by Doctoral Candidate L. J, Hogebrink, member of the IKV 
nterchurch Peace Council/ on behalf of the Netherlands Reformed 
Church: "Zero Option: Proposal to get Euromissiles Stationed"/ 


[fext7 In recent months, FRG politicians especially have kept alive 
the idea of a "zero option.” No one knew what was intended with that. 
It meant that NATO could get rid of the 572 cruise missiles and 
Pershing IIs without loss of face. For because of the resistance of 
the peace movement, they were gradually becoming too great a disinte- 
grating influence in NATO itself. 


That only became worse, as it became clearer, even in official re- 
ports, that the military argument behind the modernization decision 
of December 1979 was weak and that political motives especially were 
behind it, including now precisely the show of unity and firmness, 


Moreover, it is now recognized behind the scenes by West German poli- 
ticians that Schmidt as the first person responsible for NATO modern- 
ization (for the United States did not have any great interest in it 
at the end of 1977) has made a serious mistake. But if NATO now 
drops the whole matter, how must the Soviet side react to that? 


Brezhnev asked that repeatedly of Brandt during his visit to Moscow 

in July. Western politicians asked it of each other. And we regular- 
ly asked it in the peace movement of NATO officials and everyone who 
was familiar with this subject. We never got an answer, except that 
the question was not relevant because the zero option was not a 


plausible option. 


One thing was clear: it could not involve simply the elimination on 
one side of the 572 future NATO missiles and on the other side of all 
the medium range missiles which the Soviet Union has stationed on the 
ground since 1959. If that would be the proposal, that would defi- 
nitely indicate that the zero option actually was not in earnest. 

















Still that has not happened. And remarkably, as appears from express- 
ions of praise especially in the FRG and American press, but also in 
the Dutch press, President Reagan has scored a nice victory there. 
Only here and there is criticism heard that expectations now perhaps 
are too high. 


lllusion 


The zero option has never been effective as a serious negotiation 
offer. it was also not intended for that, it was for domestic con- 
sumption. During the famous "starting points" of 30 October 1979, 
the CDA /Christian Democratic Appeal/ managed at that time to conceal 
internal division. Moreover, “zero option” was not described then 

as dismantling of everything existing, but as "no further expansion." 
In other NATO countries, it was especially the socialist parties 
which resorted to the zero option to hide their support for the NATO 
decision from their angry supporters. 


The hammering on the zero option for domestic consumption sorely of- 
fended many in NATO circles. In his ye y report in 1981, the Ameri- 
can Defense Department chief emphatical’y called this result "unreal- 
istic." The CDA Vonner Report called the zero option "a beautiful 
illusion." 


Schmidt hinted after Brandt's visit to Moscow that a zero option in 
which all Russian missiles had to be dismantled was extremely improb- 
able. Still in his critical domestic position, he also advocated a 
zero option, whatever that might be. And under heavy German pressure, 
Secretary of State Haig finally admitted recently: a zero option was 
conceivable "under ideal circumstances." 


It was somewhat painful to see how thankful Schmidt now proved to be. 
For "ideal circumstances” that could only mean that the Kremlin would 
burst out in sobs, would promise never to do it again, and would 
throw its whole arsenal of medium range ground based missiles on the 
scrap heap. 


It is naturally not very probable, but really that now is the meaning 
of the zero option. 


On 14 November Egon Bahr explained at a “Peace Forum" organized by 
the SPD [Social Democratic Party of Germany/ that a proposal such as 
Reagan now has made would not be a realistic rapprochement. It indi- 
cates the confusion in Bonn that Schmidt subsequently celebrated the 
proposal as proof of his policy's success, The fact that Moscow im- 
mediately rejected the proposal could not possibly have been "a dis- 
appointment" for Washington, as was asserted. 


lt is an unrealistic proposal. It is also a complete misjudgment of 
almost 25 years of nuclear policy. 











But the Russians were less advanced than feared; their great missile 
production appeared intended for Europe. Beginning in 1959 the SS-4 
and 5S-5 were set up. After the Cuban crisis, when Moscow stationed 
SS-4 missiles in Cuba and was forced to again remove them, the Thor 
and the Jupiter were also withdrawn in 1963. Their role was assumed 
by the Polaris missiles on submarines assigned to NATO and by F-111 
bombers in England, 


After this France and England also developed their own nuclear forces. 
A continuous expansion and modernization process has been in progress 
among all parties since then. The SS-4 and SS-5 appeared in their 
turn as the latest of their generation. 





Partial Lead 


That fact that actually the western "“answer"™ to the Russian medium 
range missiles has been concentrated to a considerable extent at sea 
since 1963 is ignored in Reagan's zero option. The fact that the 
Soviet Union still has to reckon with the nuclear forces of England, 
France and China is also disregarded. And likewise the fact is also 
overlooked that, outside the NATO program, America soon will have 
thousands of cruise missiles available at sea and in the air, which 
are partly intended for nuclear assignments in Europe. 


for some time NATO has described the problem preferably as that of 

the ground based nuclear weapons systems in Europe. Then a frightful 
backlog is pointed out, for example of 3:1. Well, whoever had looked 
at the ground based medium range missiles in 1963 would have certainly 
seen something quite different, namely a Russian lead of 750:0. But 
for many years NATO has not been concerned about this partial Russian 
lead (ground based medium range missiles). For they were compensated 
for in many other fields. 


The conservative FRG daily DIE WELT reported the day after Reagan's 
speech that this speech was decided upon "to counteract the growing 
resistance in Western Europe to new atomic weapons.” In fact, the 
zero option, as now developed, does not have as its purpose preventing 
stationing, but carrying it out. 


For disarmament proposals which are intended not so much for the 
negotiating table, but for public opinion, there exists a definite 
term: propaganda. This newspaper's main editorial of 19 November, 
called it "disconcerting" that IKV /International Council of Churches/ 
Secretary Faber used this term so quickly. That quickness is ex- 
plained by the fact that the IKV is not changing its opinion, which 

has already existed for 2 years about what sort of zero option is 
unrealistic, when the American president comes forward with it, this 
in opposition to the Netherlands’ government. 














Minister van der Stoel changed then and there his already distributed 
text of a speech in Leiden, in order to adapt. I consider that dis- 
concerting, just as the few critical comments in much of our press. 
The Soviet Union is often accused of propaganda, and frequently 


rightly so. There is no reason to use another term when the United 
States is guilty of the same thing. 
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ENERGY ECONOMICS LUXEMLOURG 


ENERGY CONSUMPTION IN 1980 SHOWS DECLIN® 
Luxembourg LUXEMBURGER WORT in German 19 Nov 81 p 3 


[Article: "Ministry of Energy: ‘Dependence On Oil Must Be Reduced'--Energy 
Consumption Dropped in 1980 by 6.5 Percent From That of the Previous Year"] 


[Text] Dependable delivery of oil, natural gas or coal is an important factor 
for guaranteeing the stability of national economies. The 1973/74 oil crisis 
caused a difficult situation for the European states and proved that we are too 
dependent on oil. Since that time the countries have tried to conserve energy 
or to develop new sources of energy (e.g., solar and nuclear) which are intended 
to reduce dependence on the Middle East's "black gold." When the Western 
European states presented a united front, the oil producers were no longer able 
to maintain price pressures. This led to price stability for a period of 5 
years. But the war between Iran and Iraq and the consequent total cessation of 
oil exports from those countries proved that our economies are still very vulner- 
able. The current oil glut is caused by the economic situation. 


In Luxembourg for instance there was a drop in energy consumption of 6.5 percent 
in 1980. Thisis primarily due to a crisis in steel production and also to some 
conservation measures. The energy ministry has attempted through an information 
campaign to show the consumers how energy can be conserved. Among other things, 
brochures were printed which contained practical advice; the ministry operated 
an information booth at the international autumn fair; and a postage stamp was 
issued with the “energy conservation" theme. Homeowners are motivated to use 
insulation in return for various subsidies. 


Energy conservation in public buildings amounted to reductions of 2.9 percent 

in 1979 over 1978 and 7.8 percent in 1980 over 1979. The government will also 
try to reduce street and village lighting in future years; savings from this 
are projected to amount to about 4 million francs. Additionally, subsidies will 
be granted for the use and trial of new energy sources, among them solar energy 
and heat pumps. 


The Share of Coal in Luxembourg Energy Consumption Rose to 47.1 Percent 


Luxembourg's energy consumption is distributed among four sources: oil, natural 
gas, coal and electricity. During the last few years it was noted that the 
share of oil was reduced by 30.1 percent in 1979 and 26.8 percent in 1980. The 
coal share rose by the same percentage: 44.3 percent in 1979 and 47.1 percent 
in 1980. Natural gas accounts for 10.7 percent and electricity for 15.4 percent 
of energy requirements. 

















The energy ministry's view that our dependence on oil must be reduced became a 
reality during the last 2 years. It is hoped that new energy seurces will con- 
tribute to attaining this goal in the future also. Should the steel crisis be 
overcome, we must avoid a renewed drastic increase in Luxembourg'’s oil consumptio.. 


Coal, which as recently as 1963 took care of 80 percent of Luxembourg's energy 
requirements and which during subsequent years dropped to 41 percent, has today 
again risen to 47 percent. Coal imports originate in European Community countries, 
which is why deliveries are not enaangered. They are secure until the year 2000 
by virtue of the close contact bztween Luxembourg's steel industry and the coal 
mines of the Ruhr and Aachen. ‘secause of the cost increases for oil the steel 
industry must heve increasing recourse to coal. Care must however be taken to 
make sure that the use of coaJ does not exert a negative effect upon the environ- 
ment. 


The energy ministry's budyet message additionally deals with the activities of 
the Cegedel [Grand Duchy Electric Co.] and the SEO [Our River Electric Co.] as 
well as with alternative sources of energy. 
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ECONOMIC FEDERAL RE/’/UBLIC OF GERMANY 


INSTITUTE'S REPORT ON STATE OF ECONOMY IN FALL 1981 
West Berlin DIW WOCHENBERICHT in German Vol 48, No 43/44, 29 Oct 81 pp 494-505 
[Article: "The Economic Situation in the Federal Republic of Germany" 


[Text] The economy of the Federal Republic of Germany still is in a state of 
recession: the overall economic production has been stagnating for a year; employ- 
ment is declining and the number of unemployed is quickly approaching the 1.5- 
million mark. 


This situation is attributable not only to the sharp rise in energy prices and to 
the unfavorable development of the world economy, but also to the positions taken 
by industry and labor and to the economic policy pursued. 


Industry and labor negotiated wage increases that even at the time they were agreed 
upon showed that they would curtail the returns of the enterprises. Since the eco- 
nomic development had taken a more unfavorable turn than had been expected, the 
pressure was all the greater. In combination with the exchange rate-related rise 
in import prices, this resulted--what with the narrowing of margins for passing on 
the costs--in an extremely sharp decline in profits. 


To be sure, the financial poticy held out tne promise of a course of consolidation; 
however, it did not consistently pursue this course, nor were the measures taken 
apt to generate greater confidence in the financial policy pursued. For the 
regional organs curtailed above all public investment orders. Other expenditures 
increased more rapidly than had been planned--and this happened not only because 
the economy did not recover to the degree expected, but also because some of the 
expenditures had been pegged too low (defense, interest). In addition, taxes were 
raised and higher levies were imposed on the postal service; moreover, the Federal 
Bank transferred gains to the Federal Government. Last but not least, contribu- 
tions to the social insurance system were reduced as well and to this extent, the 
consolidation was effected at its expense. All told, the deficit showed a sharp . 
increase already during the first half of the year. However, the resultant sup- 
portive effects on income circulation were offset by negative effects on interest 
and expectations. 


In February, the Federal Bank had markedly raised its interest rate so as to 
counter the weakness of the deutschmark vis-a-vis the dollar and the partner cur- 
rencies in the European monetary system and also the concomitant cost and price 
increases; subsequently, however, the Federal Bank refrained from further rate 














increases, even though the deutschmark once again dropped in value vis-a-vis the 
dollar. At the beginning of October, the special lending rate was reduced from 
12 to 1l percent, but the sharp increase in the interest rate in the spring 
dampened the economic development throughout the period under discussion. 


Turning Point in the Development of the Exchange Rates 


The weakness of the deutschmark dates from 1980, when the current accounts deficit 
was getting larger and larger. In 1981, the devaluation initially intensified, not 
least because the U.S. Government adopted a new economic policy which served to 
generate considerable confidence in the dollar. In the European monetary systen, 
the deutschmark had weakened, because expectations were blocked by exchange rate 
changes and the higher interest rates abroad attracted investment capital. Con- 
versely, the low interest rates in the Federal Republic attracted those who wanted 
to go into debt. This development was reversed, after the Federal Bank in February 
had increased its rates--raising the special lending rate from 9 to 12 percent. 
Subsequently, the deutschmark was at the upper margin, and the French franc, at the 
lower margin of the exchange rate range. At the end of the summer, the tensions in 
the currency system intensified and at the beginning of October, the key rates were 
changed. Since mid-August, the deutschmark has been recovering, even vis-a-vis the 
dollar, especially since the deficit in the current accounts balance is being 
reduced considerably and since the economic prospects in the United States are not 
improving as rapidly as expected. 


Overall Economic Development Influenced by Devaluation of the Deutschmark 


Well into the fall, the sharp decline of the deutschmark influenced the economic 
development in the Federal Republic: it raised the price of foreign goods and 
services and thus reduced the purchasing power of consumer incomes, lowering domes- 
tic demand. On the other hand, the decline caused part of the demand that other- 
wise would have Seen directed abroad to remain in the domestic market; moreover, it 
reduced the price of Federal German goods and services for foreign buyers, thus 
promoting exports. To a large extent, the devaluation of the deutschmark thus 
helped to turn around the current accounts balance. 


Devaluation Promoted Exports... 


Even though in most industrialized countries the economic development has been as 
weak as that of the Federal Republic, exports have been expanding considerably, 
primarily because as a result of the devaluation of the deutschmark and the-- 
relative to the situation abroad--small price increases the competitiveness of the 
West German economy has increased considerably. The exporters have taken advantage 
of this for expanding their market share. 


Exports to the dollar area, i.e. to the United States, have shown a marked rise, 
but exports to the OPEC states and other developing countries have expanded as 
well. Exports to the partner countries in the European monetary system have not 
increased as much, since the West German economy's edge over the producers in those 
countries has been limited to the--relative to these countries--lower price rise. 
Exports to Italy have not increased, since the government subjected imports to a 
cash deposit requirement so as to reduce the devaluation pressure on the lira. For 
lack of foreign currency, most of the state-trade countries kept down their imports 
from the FRG. 
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...and Curtailed Imports 


Since the summer of last year, commodity imports have been declining in almost all 
Categories. Aside from t!: improved competitiveness of the German economy, this 

is due to the low level of domestic demand and production. In addition, there were 
cutbacks in oil and in petroleum products. Recent expectations regarding a reversal 
of the exchange rate development may have contributed to the decline in imports. 


The development of the import prices has been influenced above all by the devalua- 
tion of the deutschmark vis-a-vis the dollar. Thus, even though in the world 
markets the prices of raw materials——-calculated in dollars--have been declining, 
these materials have become more expensive for the FRG. In terms of volume, the 
contrary development of exports and imports has served to increase considerably the 
commodity exchange surplus. Since the reversal of the exchange rate trend, the 
development of the terms of trade likewise has helped to augment the trade balance 
surplus. 


Turning Point in the Current Accounts Balance 


It is not only the surpluses in the trade balance that have been increasing: at 
the same time, the adverse trend in the services sector has markedly slowed. To be 
sure, the remittances of profits and interest to foreign countries have increased, 
but the deficit in the tourist traffic has slightly declined. In regard to the 
remittances, the debit balance has continued to rise on account of increased pay- 
ments to the European Community. Even though expenditures and revenues in the cur- 
rent accounts balance still add up to a considerable deficit, this deficit has of 
late been markedly smaller than at the beginning of the year. 


Private Consumption Reduced 


Since the beginning of the year, private consumption--which in previous recessions 
had always been a factor promoting economic development--has been declining. In 
the fall, it was markedly lower as compared to the same period in the preceding 
year: due to the drop in employment, salaries and wages have been increasing only 
slightly; the rise in living expenses has reduced the purchasing power of the pri- 
vate consumers’ total disposable income, and the savings quota has been increasing. 
The high interest rates have served to encourage saving and--in combination with 
the deterioration of the emp’oyment situation--to curtail borrowing. The negative 
effects of these influences were felt primarily in the consumer goods purchase 
sector. 


Capital Investment on the Decline 


While capital goods likewise have been affected by the economic recession, the 
slump has not nearly been as great as the pronounced pressure on returns would 
have led one to expect. It appears that the sharp rise in the cost of energy and 
labor made prematurely "obsolete" part of the production apparatus. The intensi- 
fied necessity to effect structural changes gave rise to product and process 
innovations. 


To a large extent, the drop in capital goods investments was caused by the high 
interest on financial investments that promised riskless and higher returns than 
did investments in material assets. 
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Sharp Decline of Construction Investment 


Construction work has been declining on a large scale: in the public construction 
sector, primarily because of the cutbacks in the course of the tightening of fiscal 
policy; in housing construction, primarily because of the high interest rates. T.e 
decline in industrial construction reflects the general slackening of investment 
activity. 


The cutbacks in state funds have affected above all underground cons*‘ruction proj- 
ects. In the housing sector, construction of single-family homes has been falling 
off markedly. Construction of two-family and owner-occupied homes, on the other 
hand, has been aided by the expectation that the tax relief granted for such houses 
would soon be curtailed. 


The increasing decline in orders has considerably narrowed the construction indus- 
try's margin for price increases. In road construction, the fall prices have 
increased only 1.5 percent over last year's level, whereas in housing and indus- 
trial construction, prices still exceed by 5.5 percent those registered in the 
preceding year. Previously, prices had shown 10-percent and higher increases. 


Budgetary Deficits Higher Than Planned 


The regional organs will not nearly be able to attain the objective to limit in 
1981 their expenditures to 4 percent, and the deficit, to DM 56 billion. Even in 
the first 6 months, the deficit exceeded by DM 8.5 billion that of the correspond- 
ing period of the preceding year. This is only in part attributable to the fact 
that economic trend-related expenditures such as unemployment compensation rose 
more sharply, and tax revenues, more slowly than expected: in some sectors, above 
all in the defense sector, expenditures had been pegged too low. 


This year, the expenditures of the Federal Government and of the states, the munic- 
ipalities and the social insurance system will exceed by over 6 percent the level 
of the preceding year. The increase in government spending is not likely to slow 
significantly. On account of the rising debt and the higher interest rates, inter- 
est payments will increase rapidly and the income transfers to the private house- 
holds will be greatly intensified on account of the increased payment of unemploy- 
ment compensation. 


As for tax revenues, the gains will only be slight, what with the economic slump 
and the tax cuts at the beginning of the year. To some extent, this is compensated 
by the increased payments c. the postal service and by the excess-of-profit tax on 
the Federal Bank. 


In regard to the social insurance system, the rise in receipts resulting from the 
raising of dues has been so extensive that this year the surplus will increase to 
DM 4 billion--a DM 2 billion increase over last year. For the regional organs, 
however, the financing gap will widen by DM 15 billion to DM 70 billion. 


Production Stagnating 


Leaving out of consideration seasonal influences and fluctuations in the number of 
workdays, the GNP--rather than increasing in the summer half-year-——actually showed 
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a slight decline. The fact that in comparison with the previous year the rate of 
decline dropped from 1.5 percent in the lst quarter to 0.5 percent in the 3rd quar- 
ter is attributable above all to last year's development, which was characterized 
by an upswing at the beginning of the year and by a subsequent slump. 


Employment Declining 


At first, the enterprises had tried to meet the decline in demand and production 
through a reduction of working hours and a phasing out of open jobs. The continu- 
ing pressure on returns forced them to resort to dismissal as another means of 
cutting back on labor. Since the spring, an increasing number of workers have lost 
their jobs through enterprise sh itdowns and bankruptcies. In the fall, the number 
of gainfully employed persons had declined by 250,000, as compared to the beginning 
of the year, and by 300,000, as compared to 1 year ago. 


Since the number of workers entering the labor market exceeds that of the workers 
leaving the work force, the rate of increase of the unemployed exceeds the rate of 
decline of the employed. With due regard to seasonal fluctuations, the number of 
unemployed is expected to approach the 1.5-million mark, which mark will be exceeded 
if seasonal unemployment is included; the annual average is expected to total 1.25 
million, i.e. an increase of 400,000 over the preceding year. The unemployment 
rate will increase from 3.8 percent in 1980 to 5.4 percent in 1981. 


Accelerated Price Rise 


Despite the reduced demand in many markets, it is only in the construction sector 
that the price rise has slowed significantly: here the drop in demand has been 
especially pronounced. In the other sectors, the prise rise has remained practi- 
cally unchanged and the consumer price index has risen at an accelerated rate. 
This is attributable primarily to the rise in the prices of foreign goods and 
services resulting from the decline of the deutschmark, to the resultant rise in 
the energy prices, to the make-up increases of state-controlled prices, and to the 
raising of excise taxes. As a result of all these influences, in the fall the con- 
sumer price index exceeded last year's level by 6.5 percent. 


Signs of Interest Rate Reduction 


Initially, the Federal Bank adhered to its restrictive monetary policy, which in 
February had been further tightened. The Central Bank's money supply increased 
only slightly, staying eventually at the lower margin of the Federal Bank's target 
range, the limits of which were set by the current 4- to 7-percent rates. The 
expansion level commensurate with the potenti-' was not attained. 


Nevertheless, the deutschmark's exchange value continued to decline. The continu- 
ing climb of interest rates in the United States and the confidence in the United 
States’ new economic policy caused the dollar rate to rise from about DM 2.20 in 
mid-February to over DM 2.50 in the first half of August. 


In the summer, the interest rates in the capitai market and most interest rates on 
bank loans and deposits rose only slightly; previously, upon the introduction of 
the special lending rate, they had increased by 2 to 2.5 percentage points. 
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While the high interest rates dampened the credit demand of trade and industry, the 
credit expansion remained relatively strong, since on account of the sharp drop in 
returms many enterprises had to fall back on borrowed capital. Since as a result 
of the rise in interest rates money had become very expensive and since investment 
of liquid funds in financial assets yielded higher returns than did investment in 
material assets, funds were increasingly channeled to the stock markets and to 
long-term accounts. 


In the foreign ex-hbange markets, the situation changed in mid-August. The improve- 
ment of the German current accounts balance pushed up the deutschmark, while doubts 
concerning quick success of the United States’ economic policy depressed the dollar; 
in addition, interest rates in the United States showed a slight decline. Conse- 
quently, the dollar rate dropped from over DM 2.50 to approximately DM 2.20 in the 
first half of October. Although in France both the Centra] Bank and the government 
tried to counter the pressure on the franc by raising interest rates and restricting 
capital movement, the tensions in the European monetary system increased greatly. 
Consequently, at the beginning of October the key rates were changed: the deutsch- 
mark and the Dutch guilder were appreciated by 5.5 percent, while the French franc 
and the Italian lira were devalued by 3 percent. However, the appreciation of the 
DM rate vis-a-vis the franc and the lira did not compensate the present differences 
in the price development. Nevertheless, after the restructuring of the key rates, 
the deutschmark dropped vis-a-vis the franc to the lower margin of the agreed-upon 
range (where it has since remained), primarily because the French interest rates 
clearly exceed the rates in the FRG and because in the foreign exchange markets 
another correction of the key rates is not. expected for the time being. 


Subsequent to the strengthening of the deutschmark, the interest rates in the FRG's 
money and capital markets began to decline; as compared to the interest rate peak 
of mid-September, the reduction totaled up to 1.5 percentage points. At the begin- 
ning of October, the Federal Bank reduced the special lending rate from 12 to 11 
percent, thus signaling a slight lowering of bank interest rates. 


Prospects 


All of the participating institutes are agreed that for the time being the economic 
output is likely to remain at a low level. As to the question how pronounced this 
recession phase is going to be and how long it will continue before it is super- 
seded by a new production upswing, the views differ: the institutes in Berlin, 
Essen, Hamburg and Munich do not expect a continuing large-scale decline; in con- 
trast to the Kiel institute, they hold the turning point will come at an earlier 
date.* The quantitative forecasts clearly reflect this. 


The divergent appraisals also reflect the pronounced uncertainty of a quantitative 
forecast at this time, especially in regard to the basic foreign economic condi- 


tions and the assessment of delayed effects in connection with monetary policy. 


The four institutes base their forecast primarily on the following assumptions: 





*See in this regard the assessment of the Kiel Institute for the Study of the World 
Economy, pp 501 ff. 
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--As has been pointed out in detail at the beginning, world trade will show renewed 
expansion in 1982. The economy of the Federal Republic will fully participate in 
this expansion. 


--The trend toward appreciation of the deutschmark, above all vis-a-vis the U.S. 
dollar, will be continuing. This is indicated by continuing differences—-favoring 
the FRG--in regard to the cost and price development. Moreover, the FRG's cur- 
rent accounts balance will continue to improve, while that of the United States 
will be deteriorating. Against the dollar, the institutes expect an appreciation 
trend toward a rate of DM 2. The need for accommodation—arising as a result of 
the continuing differences in the price rise rates--vis-a-vis the currencies-of 
the European monetary system probably will be met only toward the end of next 
year. The rate of the imported price hikes will soon be abating; in particular, 
the oil price in deutschmarks is expected to decline further. Even though the 
international competitiveness of the German economy is likely to diminish, it 
will remain relatively satisfactory. 


--The German Federal Bank pursues a potential-oriented policy, i.e. it utilizes the 
improvement in the exchange rate and in the current accounts balance to further 
the trend toward interest reduction. 


--The financial policy basically follows the consolidation course outlined in the 
resolutions and declarations of intent concerning the 1982 Federal Budget. In 
this connection, attempts are made to reduce the so-called structural deficit 
primarily through cutbacks on expenditures, but also through tax increases. The 
overestimation of the economic recovery in the initial budgetary plans and the 
resultant consequences concerning state revenues and expenditures have led to 
renewed discussions concerming the attainable degree of restriction of the 
increases in expenditures and of the financing deficit. Thus the resolutions 
concerning the 1982 Federal Budget are likely to be modified. In the forecast, 
the projections for expenditures and for the state deficit are higher than would 
be justified in view of the September drafts. 


‘--The 1982 collective bargaining round is expected to result in lower wage agree- 
ments, as compared to 1981. To be sure, the fact that at the time of the negoti- 
ations the rates of increase of the consumer price index will still be high-- 
albeit lower than at present--will make it difficult to reach an agreement; but 
against these increases, there is the growing number of unemployed and this _ 
year's decline of profits. 


Exports will continue to have an expansive effect on the economic development, and 
the improvement of the foreign economic conditions will exert an increasing influ- 
ence on domestic demand. Interest rate reduction is an important factor in this 
regard. For the time being, however, these impulses are offset by the delaying 
effects of the financial policy pursued. 


Exports Promote Economic Recovery 


In the summer months, the volume of new foreign orders continued to increase. To 
some extent, this increase was due to large-scale orders and speculative orders 
based on exchange rate-related expectations. Thus the volume of orders in hand is 
high. Although the increase in foreign orders and in exports is likely to continue, 
it will be slowing down. 


15 




















The appreciation of the deutschmark has again diminished the competitive edge of 
the German suppliers. As regards trade relations with the United States, this 
trend is likely to continue, for the nominal appreciation of the deutschmark vis-a- 
vis the dollar presumably will be greater than the difference in the rates of 
inflation between the Federal Republic and the United States. As for the trade 
relations with the countries of the European monetary system, the deutschmark wi l 
in real terms undergo renewed devaluation, and this will have a stimulating effect 
on exports to these countries. 


In addition, there is the economic recovery in the Western industrialized countries 
and the concomitant expansion of world trade. In 1982, the average annual increase 
in commodity exports will amount--in real terms--to a sizable 5.5 percent (1981: 
6.5 percent). 


On account of the appreciation of the deutschmark, the opportunities for price 
hikes in the export sector will be diminishing, but the cost pressure will let up 
as well. 


Increased Efforts Toward Consolidation of the State Budget 


According to the September resolutions, in 1982 government spending was to expand 
by no more than 4.2 percent and the financing deficit was not to exceed DM 26.5 
billion. It is planned to restrict state contributions and to impede improper 
claims. Personnel expenditures will be trimmed as well. increased revenues repre- 
sent another approach toward deficit reduction. The greatest contribution in this 
regard is the increased excess-of-profits tax on the Federal Bank. Furthermore, 
there is the increase in the duty on tobacco, champagne 2nd brandy| and the curtail- 
ment of tax allowances. Industry is to be provided with incentives in the form of 
more favorable depreciation regulations and of special "labor-related measures," 
which play only a secondary role, however (total amount: DM 1 billion, most of 
which is allocated to the steel industry). 


For a probability forecast, the data of the initial budgetary draftis can only pro- 
vide rough guidelines. Since the Federal Government has so far proteeded from 
overly optimistic assumptions concerning the overall economic develppment, the 
September resolutions must be modified. This goes not only for the\jincrease, but 
also for the structure of the expenditures. Trend-related increases; in expendi- 
tures and reductions in revenues probably will be compensated--at least in part-- 
by cutbacks in other sectors. The states, too, will try to effect additional 
economy measures; most likely, they will curtail the municipal contributions. The 
municipalities can be expected considerably to reduce their investment plans, espe- 
cially since the expenditures on public relief and interest are on the rise. 


To a large extent, the development of the other expense items appears to conform to 
the initial declarations of intent: the nominal government consumption presumably 
will increase by no more than 5 percent; due to personnel cutbacks and pay-related 
measures, the personnel costs are unlikely to rise by more than 4 percent. In com 
parison with 1981, the income transfers to private households will expand at a 
markedly lower rate. Even though the pension increases exceed those of the last 

2 years, this is offset by considerable cutbacks on other social contributions. 
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Although in contrast to this year there will be no tax cuts--excise taxes actually 
will be raised--and even though the excess-of-profits tax on the Federal Bank will 
exceed this year's level, state revenues will be increasing only slightly. 


The financing deficit of the regional organs will be reduced by DM 10 billion to 
under DM 60 billion; the trade cycle-related deficit continues to grow, while the 
structural deficit is declining. However, the decline is largely attributable to 
an increased excess-of-profits tax on the Federal Bank (according to the forecast, 
a totel of DM 6 billion). To some extent, the deficit decline is attributable to 
the social insurance system; it is primarily for this reason that the system's 1981 
surplus will next year be superseded by a deficit. 


Decline of Construction Activity Slowing 


In the construction sector, the continued high interest rates, the persistent 
financial weakness of the state and the lowered income expectations of enterprises 
and private nouseholds are keeping demand down. This has been reflected in a-- 
partly considerable--decline in the volume of new orders placed with the construc- 
tion trade; the volume of orders in hand has diminished considerably. 


So far, construction activity has dropped only slightly below the level of the 
preceding year, but in the near future it is likely to show a sharp decline. It 

is only now that the inhibitory delayed effects of high interest rates and the low 
demand in the public sector are felt in full. At best, there may be a low-level 
stabilization toward the end of 1982. On account of the especially unfavorable 
development in the coming winter half-year, the annual average construction invest- 
ment volume of 1982 will fall short by 5 percent of the preceding year's level. 


The decline in public construction investment will be especially pronounced. Thus 
the state again has a procyclical effect on the construction sector: just as in 
1979 it contributed to the excessive strain on the building capacities, it now 
intensifies the recessive trends. 


In the housing construction sector, too. demand is likely to remain weak for some 
time, for the income and employment expectations are still quite low. To be sure, 
there is good reason to assume that the interest rates will soon come down; experi- 
ence has shown, however, that in such a situation prospective builders assume an 
attitude of wait and see. This is all the more likely, since the construction cost 
increases are on the decline. The planned changes in tax regulations likewise make 
a quick stabilization appear unlikely. To be sure, in the medium term the improved 
depreciation conditions in regard to construction of owner-occupied and rental 
housing can be expected to create additional demand; however, the planned restric- 
tion of the unlimited tax writeoff of loan interest on two-family homes to homes 
actually containing rental units has an inhibitory effect. 


It is only in industrial construction that the decline in demand is likely to sub- 
side and to be superseded--in the first half of 1982-—by an upswing. Among the 
stimulating factors--aside from the improvement of the investment climate-——are the 
facilitation of degressive depreciation and the special support for district- 
heating investment within the framework of the government-state-program. It seems 
safe to assume that the trend reversal in regard to new orders in the industrial 
construction sector will in the course of the year trigger renewed construction 


activity. 
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The rise in building costs is likely to slow down further: in view of the pro- 
nounced weakness of construction demand, a decline of the rate of increase to 2 to 


3 percent--as compared to the preceding year--can justly be expected in the second 
half of 1982. 


End of Slump of Capital Goods Investment 


From the end of 1979 to the fall of 1981, the--seasonally and price-adjusted-- 
volume of domestic orders placed with the producer goods industry declined by one- 
tenth. Even toward the end of this period, the downward trend was unabated. This 
indicates that in the next few months investment activity will continue to decline. 
However, one cannot expect the capital goods investments to fall off as sharply as 
the volume of new orders. In this sector, demand is always subject to greater 
fluctuations than is investment activity. Another factor indicating that a sharp 
decline in producer goods investment is unlikely is the increasing stabilization 
of the enterprises' business expectations as revealed in the test results of the 
Ifo Institute [Institute for Economic Research]. 


Key conditions that are of crucial importance for the development of private invest- 
ment activity will gradually be improving. Thus the cost-related pressure on 
profits is likely to subside. For one thing, the rise in the prices of imported 
advance services has slowed or--as a result of the appreciation of the deutschmark-—- 
has even been reversed. Secondly, in terms of piece-rate labor costs, the situation 
of the enterprises can be expected to improve. Moreover, the conditions governing 
financing with borrowed capital are getting increasingly favorable. 


Measured against the direct demand effects, the financial policy is likely to have 
a restrictive effect. In regard to growth policy, contrary influences will make 
themselves felt. Against the degressive depreciations, there is the elimination of 
advance tax reductions for passenger cars; the planned restriction of tax allow- 
ances for pension provisions likewise has a dampening effect on the employers' 
expectations. Generally speaking, one must bear in mind that a policy of consoli- 
dation generates confidence and serves to reduce interest rates. 


It appears safe to assume that investment activity will recover soon after the turn 
of the year; however, the recovery will initially be slow, since the financial 
strain caused by the enterprises’ considerable profit losses during the downturn 
will be relieved only gradually and since the general uncertainty concerning the 
depth of future economic growth is undiminished. Capital goods investments can be 
expected to expand, beginning in the summer of 1982; in the second half of the 
year, they are likely to exceed the level of the second half of the current year. 
On an annual average, however, a decline of approximately 2 percent is to be 
expected. 





Increasing [sic] Investment in Supplies 


In the current year, the enterprises--pressured by high interest rates and unfavor- 
able sales expectations--have considerably curtailed [sic] their investments in 
supplies. Through production cutbacks and cautious order placement, trade and 
industry apparently have succeeded in reducing undesirable inventories. At present, 
the stock-in-hand appears to approach--in many cases even exceed--the technically 
required minimum. In this process, the risk of sales losses due to incomplete 
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product assortments has been increasing. In combination with the drop in stock- 
keeping costs resulting from the reduction of interest rates, this will lead to a 
reversal in the supply cycle, which will have a stimulating effect on production. 


Gradual Recovery of Private Consumption 


Private consumption now appears to have reached its lowest point. This assessment 
is based on the fact that in connection with the appreciation of the deutschmark 
the rate of the price rise in private consumption will markedly slow down, i.e. the 
foreign trade-related drain of purchasing power will subside. Moreover, the sav- 
ings quota can be expected to decline. 


In the coming year, gross salaries and wages will be increasing by a mere 3.5 per- 
cent--what with the continuing decline in employment and the modest wage agreements 
assumed in this forecast; due to the--again fully effective--progression of the tax 
on wages, net salaries and wages will be increasing by no more than 3 percent. As 
has been pointed out in the chapter on the development of the national budget, the 
income transfers likewise will grow only slightly. However, in regard to distri- 
buted profits, including the income of self-employed persons, an accelerated rise 
is to be expected. All in all, the increase in disposable income will only slightly 
fall short of this year's average. 


Owing to the effect of declining interest rates and of the--by now urgent-—~replace- 
ment of durable consumer goods, the savings quota can be expected to fall off. 
Consumer spending will continue to expand in the course of the year. Since the 
price rise is diminishing, real private consumption is likely to rise, presumably 
at a rate of approximately 2 percent. On an annual average, however, this will 
result in only a slight increase, as compared to 1981. 


Rapid Reduction of the Current Accounts Deficit 


The real depreciation of the deutschmark that occurred up to the late summer of 
this year will continue to have a dampening effect on imports. Even the expected 
appreciation of the deutschmark will not greatly affect the competitive position 
of the German producers. Imports will revive only when demand and production in 
the FRG show an appreciable increase. This increase is to be expected in the 
course of the first 6 months of 1982. At first, impulses will be generated pri- 
marily by the stock and supplies planning; above all, these impulses will stimulate 
imports of semifinished products. In 1982, the average annual volume of real com- 
modity imports, which this year will be 1 percent below last year's level, is 
likely to show again a l-percent increase. The price-adjusted foreign trade sur- 
plus, which even in 1981 will greatly exceed that of the preceding year, will con- 
tinue to rise. 


The recovery of the deutschmark will significantly slow the rise in import prices; 
goods to be paid in dollars, above all raw materials, actually are likely to beccme 
less expensive. The rate of decline of the import price rise will exceed that of 
the export sector, for the terms of trade of the Federal Republic are likely to 
improve before long. This will contribute to a rapid rise in the nominal trade 
balance surplus. 
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Since the deficits in the transfer balance and in the service transactions with 
foreign countries will not change very much, the activization of the trade balance 
will determine the trend of the current accounts balance. In 1981, the deficit of 
the current accounts balance (DM 25 billion) will be reduced by DM 5 billion, as 
compared to the preceding year; in 1982, the current accounts balance will approx:- 
mate equalization. 


Real GNP Increasing Again 


In view of the trend reversal in domestic demard, overall economic production will 
again begin to rise in the first 6 months of 1982, provided that the favorable 
development of exports will continue. The rate of increase is likely to exceed the 
increase in the production potential so that a slight improvement of the overall 
capacity utilization is to be expected. On account of the low starting level at 
the beginning of 1982, the increase in the real GNP--calculated on an annual 
average--will amount to no more than 1 percent. 


Further Deterioration in the Labor Market 


Until the spring, the rate of decline in the number of employed workers will remain 
unchanged. Even after the production trend reversal, the downturn is likely to 
continue. For the time being, the enterprises will tap productivity reserves and 
discontinue working time restrictions (short-time work). 


The drop in employment probably will not be halted until the second half of the 
year. In terms of annual averages, in 1982 the decline in the aumber of gainfully 
employed persons (350,000) will exceed this year's reduction (250,000). The number 
of employed workers will decrease by a little less than 300,000, i.e. by 1.5 per- 
cent. 


The rate of increase in the number of unemployed will exceed the rate of decline in 
employment, since the number of persons entering the labor market continues to grow 
rapidly: the average annual increase in domestic and foreign individuals entering 
the labor market will amount to approximately 150,000. 


Even though on account of the extremely unfavorable situation in the labor market 
another 150,000 persons will join the Quiet Reserve, the number of unemployed can 
be expected to rise over the entire year--even though this rise will show a slowing 
tendency. On an annual average, the nw er of unemployed will total 1.6 million, 
as compared to 1.25 million in 1981. 


Price Rise Abating 


The devaluation of the deutschmark was the crucial factor in regard to ihe acceler- 
ation of the price rise in the summer of this year. Upon reversal of the exchange 
rate trend, these price-inflating impulses have been weakening. To be sure, the 
effects of the import price rise of the last few months will be persisting for some 
time. Consequently, the price stabilization in the retail sector will initially be 
quite modest and the carry-over for 1982 will be relatively high (2.5 percent). 


In 1982, the price climate will be determined by the narrow cost-transfer margins, 
which ultimately are a result of the tight-money policy. The price stabilization 
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is going to be impeded by the sharp increase in state-controlled prices, e.g. the 
prices of electricity, gas, district-heating and transportation. In addition, the 
postal rates and a number of special excise taxes will be raised, both of which 
measures will raise the cost of living by 0.6 percentage points. 


Lower wage agreements and the renewed rise in productivity resulting from the eco- 
nomic upswing will noticeably reduce the labor cost pressure. All in all, the 
prise rise can be expected to slow down markedly. In the course of the coming 
year, the retail price rise will be reduced by half, as compared with the fall of 
the current year. On an annual average, however, it will still be as high as 

4.5 percent. 


In comparison with the majority of the research institutes, the Kiel Institute for 
the Study of the World Economy (IfW) expects the economic development in the FRG to 
be more unfavorable: foreign demand is expected to generate fewer and weaker 
impulses. To some extent, this is attributable to the fact that in the 1981/82 
winter half-year all of the industrialized countries are likely to show a continu- 
ing decline in demand and production. Moreover, after the reversal of the exchange 
rate trend, a reaction to anticipatory foreign orders and exports and a temporary 
marked decline in exports are to be expected. Due to the continuing worldwide 
recession, the rate of increase in import prices will in 1982 be much slower than 
is expected by the majority of the institutes. Thus even the IfW forecast pre- 
dicts--the more unfavorable assessment of the development of exports notwithstand- 
ing--a marked reduction in the current accounts balance deficit. 


Moreover, the IfW expects the development of domestic demand to be slower. The 
recent policy of restriction is likely to result in a marked drop in rroduction in 
the winter half-year of 1981/82. It is doubtful whether the interest rate reduc- 
tion of October signifies a reversal of the restrictive monetary policy. Even if 
this were the case, due to the delayed effects of the monetary policy significant 
production impulses cannot be expected before the summer of 1982. Thus, in view of 
the identical forecasts concerning the wage agreements, one can safely assume that 
in 1982 the labor cost pressure will be much greater. 


The continuing slump in the enterprises’ returns and the persistently high nominal 
interest rates--coupled with lowered price vise expectations on the part of the 
investors--are likely to have a dampening and lasting effect on investment activity. 
It is especially in regard to producer goods investment that the IfW forecast is 
more negative than are the prognoses of the majority of the institutes. In view of 
the persistently low level of production development, the IfW does not expect inven- 
tories to be signficantly expanded in 1982. 


Concurring with the majority of the institutes, the IfW expects an economic upswing 
to take place in the course of 1982; in the 1981/82 winter half-year, however, 
another production slump appears to be likely. The economic trend reversal will 
come at a later date. Thus, the institute predicts the real GNP will decline (by 
an annual average of approximately 1 percent) rather than increase. In the course 
of this development, the number of unemployed will be increasing until the end of 
the year, with the annual average totaling 1.75 million. 


In view of these prospects, it is urgently necessary to establish the requisite 
conditions for a lasting investment recovery so as to create a sufficient number 
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of internationally competitive jobs. To accomplish this, it will be necessary--and 
this is affirmed by the majority of the institutes—not only to switch over to a 
potential-oriented money supply policy and a growth-promoting financial policy, but 
also to exercise great restraint in regard tc wage policy: it would be expedient 
in 1982 to extend the present wage agreements by 1 year. Even though such a nomaal 
wage freeze would not prevent unemployment from going up again in 1982, the collcc- 
tive bargaining parties would considerably improve the conditions for an expansion 
of employment in subsequent years. 


Considerations Concerning Economic Policy* 


According to the forecast presented here, in the coming year overall economic pro- 
duction will be expanding, whereas employment will continue to decline in the 
course of the year and unemployment will be increasing. The price rise will be 
slowing down and the deficit of the current accounts balance will continue to 
decline. To be sure, the economic development then will still be far from attain- 
ing the economic policy objectives; in contrast to the current year, however, the 
gap will be narrowing rather than growing. 


It remains to be seen, however, whether the cxpected recovery will turn into a 
lasting upswing. Consequently, the economic policy makers must concern themselves 
with creating the conditions for independent economic growth--accompanied by con- 
tinuing stabilization of the price level--so as to establish the key prerequisite 
for a lasting expansion of emp!oyment and a reduction of unemployment. This task 
calls for a consistent orientation toward medium-term requirements. This means 
abandonment of readily attainable, but short-lived success; it even means accept- 
ance of temporary economic strain, if this proves unavoidable in the effort toward 
improving the conditions for economic growth. If in response to the continuing 
rise in unemployment a policy of economic activism were adopted, this would 
impede--rather than facilitate--relief of the developmental slump and lasting 
improvements in the labor market. 


The basic elements of a medium-term economic policy and of a concomitant wage 
policy have repeatedly been pointed out in the joint remarks: the core theses 
read as follows: 


--The monetary policy is to adhere to a potential- and stabilization-oriented 
course; it must not deviate from this course, even if mistakes are committed 
in other policy sectors. Thus such a monetary policy exerts a restrictive influ- 
ence as soon as the prices exeed the supposedly "unavoidable" level. It would be 
wrong at that point further to tighten up the monetary policy. 


--The wage policy must take into consideration modifications of the basic data. If 
the productivity increase diminished in the medium term, if the exchange rela- 
tions vis-a-vis foreign countries deteriorate, and if the state--hy raising 
excise taxes--increases the tax rates, the margin for real wage increases is 
reduced. If one wants to effect a lasting increase in the rate of employment, 
even the remaining margin must not be fully tapped. 





*In some respects, the German Institute for Economic Research, Berlin (DIW) does 
not concur with these considerations. See pp 504 ff. 
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--In regard to the course of economic development, the financial policy should no 
longer be primarily concerned with control of demand; rather, it should focus on 
creating the basic conditions required. Thus, in regard to the consolidation of 
the state budget, the deciding criterion must be the improvement of the condi- 
tions for economic growth. To be sure, in abandoning the--less and less success- 
ful--anticyclical demand control, the financial policy should not adopt a procy- 
clical approach, not even if on account of the citizens’ waning confidence in the 
state's economic management demands are raised for a forced consolidation of the 
state budget during a recessive phase. 


In the last few months, the organs in charge of monetary policy have been confronted 
with changes in some key conditions: 


The deficit in the current accounts balance has declined; measures concerning 
restriction of the state credit requirements have been adopted and/or announced; 
the exchange rate of the deutschmark has been raised. This should make it easier 
for the Federal Bank to switch from its restrictive monetary policy to a course 
that is not only stabilization-oriented, but also potential-oriented. 


It would be expedient, in the course of 1982 to expand the Central Bank's money 
supply at a rate of 5.5 to 6 percent. This would create the financial margin for 

a production increase within the framework of a potential increase of 2 to 2.5 per- 
cent, with due regard for the price rise of approximately 3.5 percent that in the 
short term can hardly be prevented. Adoption of this course probably would support 
the trend toward interest rate reduction. Aside from international influences, the 
extent of the interest rate reduction would depend on the degree to which the wage 
agreements make allowance for overall economic requirements and on whether progress 
is made in regard to the consolidation of the state budget. Even the trade cycle- 
related rise of the budgetary deficit could irritate the capital markets and tempo- 
rarily impede the trend toward interest rate reduction. 


The Federal Bank should announce its money supply target at an early date so that 
the state and the collective bargaining parties can use it as a guideline in pre- 
paring their decisions. The informative value of the target wili be all the 
higher, the fewer qualifications are bound up with it. Moreover, the Federal Bank 
should dispense with a target range in favor of a target line, even if short-term 
and slight deviations from this line cannot be prevented. 


The transfer of Federal Bank profits to the state budget does not jeopardize the 
money supply target, since the creation of currency involved in the utilization of 
the profits is known in advance and thus can be neutralized by means of compensatory 
operations. 


However, observance of the potential-oriented course may be impeded by the inter- 
vention obligation within the framework of the European monetary system: as long 
as there prevails in the foreign exchange markets the view that the key rates will 
remain constant, the deutschmark will remain-——as as the case last winter--at the 
lower margin of the range, because in important partner countries the interest 
rates exceed those in the Federal Republic. Since this situation is likely to con- 
tinue in the near future, the process of interest rate reduction in the Federal 
Republic will be impeded. However, if the central banks in the partner countries 
relax their monetary policies to such an extent that the differences in the rates 
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of inflation are not reflected in corresponding interest rate differences—and on 
account of rising unemployment this is becoming more and more likely--the deutsch- 
mark is likely to be affected by appreciation expectations. If in such a situation 
the key rates are not changed rapidly, the money supply probably would increase at 
a rate incompatible with further stabilization of the price level. This dilemma 
could be overcome by a significant broadening of the target ranges. 


Another reason why broadening of the target ranges is advisable is the fact that 
otherwise the international capital and service transfer would be restricted for the 
purpose of protecting the key rates. The most recent examples are the capital trans- 
fer controls in France and the cash deposit requirement in Italy. Such interven- 
tions set back the economic and monetary integration that was the objective of the 
European monetary system. 


The tasks set for wage policy in terms of overall economic considerations make great 
demands on the understanding of the workers and the trade unions. This year the 
workers' real income has declined. But the decline in enterprise profits was even 
greater. That these two developments did not occur at the same time was largely due 
to the considerable deterioration of the terms of trade; the benefits of the redis- 
tribution were reaped abroad. The income distribution among enterprises and workers 
that resulted from this does not meet the requirements of a growth process supported 
by investments; it impedes creation of the additional jobs required. So the profit 
share must increase again. This conclusion was reached also by considerations 
focusing on the interconnection of the relative wage level and employment. After a 
year characterized by unfavorable real income development, the resultant necessity 
of restrained wage policy will not readily be recognized. Moreover, it is obvious 
that income expectations still do not conform to the reduced possibilities. 


In the prognosis presented here, it has been assumed that the 1982 wage increases 
will fall somewhat short of this year's wage agreements, for the unfavorable profit 
situation will increase the employers' resistance against higher wage rate agree- 
ments and the high unemployment rate is likely to affect the position of the trade 
unions. Since the price rise presumably will be slowing down, such agreements will 
result in the course of the year in a slight increase in real wages; at the same 
time, there will remain a certain margin for profit redistribution. In terms of 
direction, such a development would be in accordance with the requirements; in terms 
of orders of magnitude, however, this contribution of wage policy would be negli- 
gible. Besides, if one makes allowance for the possibility that the economic de- 
velopment could be less propitious than is assumed here, a marked lag of the wage 
agreements behind this year's agreements would appear to be likely. In the past, 
wage agreements repeatedly proved too high, since the subsequent economic develop- 
ment was less favorable than expected. 


Since the state put off for too long the consolidation of the public finances, the 
principle of stabilization of public demand and the principle of establishment of 
srowth-oriented conditions can no longer be simultaneously observed. A consolidation 
of public finances based on a onesided orientation toward the financing deficit is 
inappropriate. Rather, the crucial factor is the way in which the deficit is re- 
duced. Insofar as the so-called "Operation '62" is characteristic of this--and the 
qualification is necessary, since the operation was primarily concerned with the 
Federal Covernment and since revisions have already been announced--a contradictory 
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picture emerges. On the one hand, allowance is made for growth requirements through 
the granting of depreciation allowances and through the raising of excise taxes 
rather than income taxes; on the other hand, the--tax-reducing--revaluation of the 
pension provisions and the elimination of the advance tax deductions in connection 
with the value-added tax on business cars produce contrary effects. Regarding re- 
visions of social service laws that would provide a solid foundation for social 
security, in many in many instances one finds only declarations of intent. In the 
financing efforts of the Federal Labor Office, the problem was merely put off; 
revenues are shifted from old-age to unemployment insurance. 


hus, in order to generate confidence and to meet the growth requirements, greater 
determination is called for in the enforcement of planned interventions. By them- 
selves, measures to prevent improper claims for social services are not sufficient. 
tather, the emphasis should be on tightening the system of social services. Only 
in this way will it be possible to effect cutbacks of the orders of magnitude re- 
quired. 


The cffects of the state budgets on the economic development in 1982 cannot be un- 
equivocally assessed. Applying the customary standards, one notes a restrictive 
effect. But this is compensated by the increase in confidence that cannot be meas- 
ured by the customary concepts. If this increase in confidence is included in the 
considerations, the restrictive effects are offset at least in part, if not com- 
pletely. The economic prospects would be more favorable--at least in the medium and 
long, term--if the financial policy dispensed with transitional solutions such as the 
mere shifting of revenues from the old-age insurance to the unemployment insurance 
and if instead it decided on lasting solutions. 


The German Institute for Economic Research, Berlin (DIW) differs from the other 
institutes in its view on the contribution of the financial and wage policies to the 
economic recession and on the short- and medium-term requirements to be imposed on 
both of these political sectors, if the conditions for economic growth and employ- 
ment are to be lastingly improved. 


There is no doubt that one of the means of attaining these objectives is the con- 
solidation of the public finances. However, this consolidation can hardly be ef- 
fected, if the change of course of financial policy is initiated through cutbacks 
on sovernnent spending during an economic downturn. It is characteristic of the 
misdirection that the state has assumed a leading role in the restriction of the 
demand for construction investments, whereas it should have supported construction 
investment by following a stabilization course. 


Through a restrictive financial policy, the state is programming--via the deteriora- 
tion of economic conditions--additional expenses (unemployment insurance) and re- 
duced revenues (‘taxes and social insurance dues). Thus the possibility of making 
headway in the consolidation of the state budgets is getting more and more removed. 


If trade and industry are to gain confidence, the hopes underlying a supply-oriented 
policy are not sufficient. Rather, to bolster medium-term expectations, the state 
must provide encouragement based on successful short-term stabilization measures. 
Thus, according to the DIW, financial policy must direct equal attention toward both 
demand and supply effects. Focusing on the establishment of basic prerequisites, 
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it will not be able to accomplish its task. 


It appears that consolidation of the state budget will be attained only if at the 
proper time adjustments are made in those revenue and expenditure items, the gener- 
ous treatment of which in the past gave rise to the present urgent need for con- 
solidation: lIlere one should mention not only social services and their abuse, bit 
also subsidies and excessive reductions of tax rates. 


Wage policy has proved very adaptable in the last few years. The fact that in the 
last 2 years the rapid rise in piece-rate labor costs has led to undesirable shifts 
in the distribution relations is attributable not so much to overly high wage agree- 
ments as to the overall economic slump caused by foreign economic factors and by 

the financial and monetary policies. Wage agreements such as are assumed by this 
forecast to be likely in 1982 run counter neither to the requisite interest rate 
reduction, to a further appreciation of the deutschmark, to a stabilization of 
prices, nor to growth-promoting changes in the distribution relations. Rather, 

they represent a stabilizing continuation of the preceding agreements, thus helping 
not only to stabilize demand, but also to moderate the rise in costs. 
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ECONOMIC SWITZERLAND 


BANKING SECRECY CHALLENGES BY U.S. OFFICIALS VIEWED 
Zurich NEUE ZUERCHER ZEITUNG in German 3 Dec 81 p13 


[article by "Cle.": “Delicate Questions on Banking Secrecy"/ 


[text] The complaint lodged by the Swiss ambassador to the United States, Anton 
Hegner, with the U.S. Department of State has apparently succeeded in putting an 
at least partial stop through court action to the dispute between the SEC and the 
Bank of Italian Switzerland (BSI). The SEC had attempted to expand its investiga- 
tion into insider deals transacted via BSI but being executed on U.S. stock ex- 
changes by submitting a supplementary list of questions to the bank which went 
far beyond the information originally requested by court order (and supplied by 
the bank) and which brought BSI into conflict with existing banking secrecy regu- 
lations once again. 


Strong Diplomatic Action in Washington 


The Swiss demarche to the U.S. State Department was the result of a representation 
by BSI to the foreign ministry in Bern but it was also intended to explain the 
Swiss point of view to the Americans both in principle and in an official manner 
and to do away with possible misunderstandings, Federal district court justice 
Milton Pollack in New York apparently approved the SEC list of questions in the 
belief that Swiss silence on the matter thus far indicated either agreement in 
principle with the SEC action or at least indifference. But as Ambassador Hegner 
told Washington in no uncertain terms, Switzerland insists on having its laws— 
in this case, the banking secrecy lawe-respected and would ask that Swiss banks 
not to be pressured by American courts to break their obligation to secrecy, In 
his oral protest, he also pointed out that it is not the business of American 
courts to determine what is in the interest of another country and what is not. 


Inadmissible Expansion of Investigation 


As we reported earlier, BSI was ordered by district court judge Pollack on 16 
November on the basis of a civil complaint by the SEC and under the threat of 
severe punishment to release the names of those of its customers who placed 
orders for stocks and profited from inside information about the impending 
takeover attempt of St. Joe Minerals by Seagram & Co last March, BSI supplied 
this information after obtaining waivers on the secrecy pledge from their 
clients. But this did not satisfy the SEC and at the commission's request, 
Pollack approved the additional list of questions which went a good deal beyond 
the matter being investigated and for the reply to which BSI would have required 
a new set of waivers. 
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BSI called this action entirely inadmissible and following Hegner's demarche, 
Pollack ordered most supplemental questions withdrawn, Among other things, the 
SEC was trying to find out whether BSI and its clients also made use of inside 
information in connection with other steps being taken by Seagram, After the 
failure of the St. Joe Minerals takeover attempt, Seagram tendered a takeover 
offer to Conoco Inc (which has since been taken over by Dupont) and later en- 
gineered an assumption of its own stock with an offer to purchase at 20 percent 
above the then market rate. One of the names of clients released by BSI and re- 
ferred to by the SEC as the key figure in the purchase of St. Joe stock and 
stock options was that of Guiseppe Tome, an Italian who is president of Finvest 
in Geneva, who, the court maintains, is a close friend and adviser of Kigar 
Bronfman, the chairman and main stockholder of Seagram and Co. 


Diverging Interests 


After obtaining a court order, it was to be expected that the SEC would try to 
get as mch information out of BSI as possible so as to to take strongei: measu- 
res against insider trading on U.S. stock exchanges. But from the Swiss point 
of view this action is questionable both because Swiss law is being trampled 
underfoot and American law is being exported. The American view, however, is 
that foreign banks wanting to do business in the United States mst operate 
according to U.S. laws and submit to local requirements for information. This 
line of argument served as the court's guideline in its judgment against BSI. 


In a sworn statement, the State Department came out in favor of the SEC action. 
According to John Crook, a State Department legal adviser, this delicate aatter 
calls for careful consideration of divergent interests and he adds that there 

is no real reason for an a priori deferment of American interests, At any rate, 
it is not entirely incomprehensible that U.S. authorities are unhappy about the 
fact that American law is being violated with impunity by Americans or foreigners 
behind the protective wall of Swiss banking secrecy, 


A Solution Through Negotiation 


It seems clear that this conflict which constitutes but one aspect of divergent 
legal views on the part of the United States and Switzerland (and numerous other 
countries) mst be resolved through negotiation at some points the more so, since 
this is not an isolated case and since more Swiss banks are likely to run into 
similar difficulties in the future. At present, the SEC is conducting a whole 
series of investigations into suspected insider transactions and is now examining 
virtually every large-scale takeover offer for possible violations of the law, 

In the case of Kuwait Petroleum's takeover offer to Santa Fe International, an 
oil drilling and engineering firm, assets of four Swiss hanks (Bankverein, Kre- 
ditanstalt, Swiss American Securitées and Lombard Odier) were secured, After the 
Swiss demrache in Washington, it is not thought likely by observers here that the 
federal district court having jurisdiction over this case will go as far as judge 
Pollack did in the BSI case, 
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But there is some doubt as to whether the Swiss demarche can hold U.S. authori- 
ties at bay for any real length of time, Various proposals for longer-term solu- 
tions of such cases have been made unofficially. One of these, which the SEC 
supports in principle, calis for Swiss banks requesting their clients to sign a 
routine statement which releases the bank from its secrecy pledge automtically 
in case of an SEC investigetion. The banks, even more monosyllabic than usual 
on this particular subject, do not appear very keen about the idea, They would 
doubtless lose a certain part of the clientele, if they could no longer fully 
guarantee the anonymity of their customers, Various quarters have pointed out 
that the problem could be eliminated, if insider transactions were declared il- 
legal in Switzerland as well and the SEC were to bring criminal action against 
suspected wrongdoers instead of civil suits. In such a case, the existing legal 
assistance agreement between Switzerland and the Unitec States could presumably 
become operative, 
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POLITICAL BELGIUM 


POLITICAL STRUCTURES, PROBLEMS OF WALLONIA 
Brussels KNACK in Dutch 18 Nov 81 pp 47-55 


| Article by Loes vai. Mechelen and Frans Verleyen: "The Walloon Phantom -- The 
Politics of the Eternal Losers" | 


[Text | Barely 3 days after the voters' verdict, CVP [Social Christian Party] Pre- 
sident Tindemans started talking aloud about taking a cure in the opposition. With 
this loomed the danger of a national short circuit which nobody would be able to 
remedy. Furthermore, the political power relationships in Wallonia are now such 
that a balanced regional or community policy is not possible there. While King 
Baudouin was looking for his "informateur," it gradually became clear that there is 
only one government level which can more or less work: the Flemish regional govern- 
ment which can consist of a variety of natural coalitions. 


It is known that the head of state looks upon this political map with limitless 
anxiety. For the time being, his method of pushing the centrifugal forces in the 
best way possible into the government seems to have no chance at all. According 
to the Palace criteria, the CVP has been the major disintegrative force since 1977. 
The government machinery (and its reform) became a toy in hands which were too er- 
ratic, and it has now practically gone to pieces. At the present time, there is 
no legal budget for 1982 at all. 


But there is_another concern: Wallonia itself. It is true that PS [ Socialist Par- 
ty (Walloon) | President Guy Spitaels claims that there is now a leftist and further 
more federalist majority in Wallonia, so that a strong domestic policy can be con- 
ducted there, within or even outside the constitutional authorities of the regional 
and community institutions. However, to this effect Spitaels adds up a number of 
people and parliamentary seats which do not quite belong together: 35 members of 
the PS, 2 communists, 8 members of the FDF-RW [ Democratic Front of Brussels French 
Speakers - Walloon Rally |, 4 ecologists and 4 others. Opposite this artificial 
progressive majority there is still a bloc of 18 members of the PSC | Christian So- 
cial Party (Walloon) , 24 members of the PRL [Liberal Reform Party (Walloon) |, 4 
members of the UDRT | Democratic Union for Respect for Work (Walloon) | and a few 
bourgeois elements aithin the FDF, which, when all is said and done, represents a 
practically homogeneous liberal alternative and thus can count on a better alliance 
in the Flanders. Furthermore, the PS can be perfectly blocked in the Walloon Re- 
gional Council (with three members as against three opponents). It is only within 
the three member community executive body that the PS holds a majority of two as 
against one liberal. The difficulty here is that the absence of the PSC from this 
institution would lead to all imaginable tensions if this party were to be compelled 
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to participate in a national formula. And if this does not occur, where does the 
CVP stand then? 


The ballot box put an abrupt end to the major myths which have influenced Belgian 
politics over the last few years: the irresistability of the CVP bulldozer, the 
"significant" majority of the FDF in central Brabant, and red Wallonia. In spite 
of the fact that most of the Flemish media still have the same thing to say on the 
subject, red Wallonia has never existed unequivocally and it still does not exist. 
Furthermore, the connection between Walloon socialism and federalism is less a 
matter of course than would appear from the actions of Andre Cools or Guy Spitaels 
or the unions with the stamp of Gillon. On the other hand, there are also well 
trained federalists in the Walloon liberal camp: the most important one, and from 
a doctrinal point of view perhaps the most brilliant one in all of Belgium, is 
Francois Perin who in March of last year voluntarily disappeared from parliament. 


Thus, there are conflicting data concerning the federalist option in Wallonia. 

This was also evident from the public opinion polls published this year on the sub- 
ject. Those conducted by DE STANDAARD - LE SOIR (March 1981) and by LA CITE (23 
October 1981) showed a nearly 60 percent majority of Walloons who prefer the main- 
tenance of the unitary Belgian state. Only one-quarter of them frankly called 
themselves federalists. Hence, it is clear that members of the PS also vote for 
only social and not federalist goals, even though it is the most outspoken region- 
alists, such as Spitaels himself, Mathot, Busquin, Dehousse and Urbain, who obtained 
the best electoral scores on 8 November. 


Constitutionally speaking, Belgium is not /yet/ [in italics] in a position to de- 
velop a national policy without that complicated Wallonia. The Flemish parties 
must realize that. And yet, they neglect -- and vice versa -- making as accurate 

a study as possible of what is actually going on in political Wallonia. They are 
not sufficiently aware of a number of Walloon characteristics: the pride with which 
the Walloons view their old industrial culture, the revival of Walloon folklore and 
dialects, the haste with which they attach themselves to a political party or leave 
it again, the cerebral character of numerous social discussions, and so on. But 
one characteristic sticks out above all the others: Wallonia, as a demographic and 
social and economic minority, has since the second world war suffered nothing but 
political and economic /defeats/ [ in italics | within the Belgian framework. As a 
result, the Walloons have reached a state similar to Arab frustration, which must 
be taken into account in any political planning of the future Belgium, and even in 
its orderly breaking up. 


Wallonia was the main creadle of resistance (the underground) against the Germans. 
After the liberation it appeared that this resistance would lead to leftist politi- 
cal majorities, but this process was troken off by the compulsory disarmament of 
members of the resistance and by the return of the government from London, which 
rapidly took part in the cold war in Europe. And yet, this London group had even 
less prestige in Wallonia than in Flanders. Consequently, the famous post-libera- 
tion Walloon congresses expressed their distaste for the framework of the Belgian 
state, a distaste directly influenced by their contempt for the Londoners. This 
came equally to the fore in the 1950 referendum on the return of King Leopold III. 
However, the large Walloon majority which appeared to oppose this was neutralized 
by the Flemish and the abdication. Here again a Walloon project failed. All sub- 
sequent questions would also be settled to their disadvantage: the decolonization 
of the Congo left deeper scars in the South than among the Flemish. The big winter 
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strike of 1960-1961 against the unitary act ran aground on the ACV | Confederation 
of Christian Trade Unions | - Flanders of August Cool, and could not prevent par- 
liament from passing thit law on 13 January 1961. Union leader Andre Renard who, 
as the animator of the federalist Walloon People's Movement, exerted a magnetic 
attraction on the labor movement as well as on the intelligentsia, died in June 
1962 shortly after an unsuccessful Walloon demonstration. Meanwhile, the Walloon 
coal basins were being slowly but surely dismantled, while the coal basins in Lin- 
burg continued to receive their subsidies, and people began to expect the upcoming 
steel tragedy, but not for Sidmar. Trade unionism became confused in its tradi- 
tional loyalty toward the one Belgium of the workers ("to be kept united") and to- 
ward the Socialist Party. In the end, the big leader of the seventies Andre Cools, 
drew his conclusions from this. Following his long battle for pre-federal Walloon 
structures (Egmont and later on) and against "irresponsible" trade unionism, he 
said properly goodbye to big politics. Just like Perin. In the meantime, Wallonia 
had received other heavily symbolic knocks: the large airplane purchase of 1975, 
whereby primarily the RW had expressed its veto against the F-16, did go to the 
Americans, to the disadvantage of the Walloon aeronautic industry. Since the ad- 
vent of FLAG | Flemish Aerospace Group | and the probability that Flanders will 
shortly begin to produce in this sector, a new failure has been looming. 


It is not only in the regional-economic arez that Wallonia has been unable to 
achieve any success over the last 30 years. Even as a subdivision of the socio- 
cultural ("linked to the individual") French language status which Belgium proceeded 
from and with which the Walloons want to participate in the French culture, the 
road has become blocked. Following the determination of the language border, the 
elimination of the linguistic census, the exodus of the University of Louvain to 
Ottignies, the non-return of the Fourons and the increasingly Flemish nature of 
Belgian public and commercial life (with the September decree of 1973 as high point) 
and the dynamiting of the Egmont agreement, the French speaking community in 
Belgium has begun to realize that it must definitively give up its previously so 
superior opportunities. The only small point of light has been the gain of Comires- 
Mouscron, the parliamentary alarm bell and parity within the government. But this 
same alarm bell (the requirement to form special majorities in community matters) 
has also given the Flemish the opportunity to defeat an unfavorable statute in 
Brussels. Gradually, the French speakers are finding out that the knife cuts both 


ways. 


For a short period of time they tried to establish and maintain a large French 
speakers' front (Andre Cools - Antoinette Spaak - Charles Ferdinand Nothomb) in the 
country as a counterweight. However, it quickly fell ap ct in the face of the CVP 
tactics and due to internal ideological or emotional contradictions. Because most 
of the Walloon speech makers have actually never cared for Brussels. Perir expres- 
sed his view of the inhabitants of Brussels as follows: "They have no interest in 
politics, but feel contempt for it. They are individualists, frondeurs and protes- 
ters who despise the state to which they owe their fortune. As far as they are 
concerned, the Flamingants are nothing but a bunch of hotheads from a mentally 
backward country. In their eyes, the Walloons are quick-tempered muddleheads who 
do nothing in their hideous industrial suburbs but dream about more or Jess anar- 
chical red revolutions. It is always prudent to have a large number of gendarmes 
in Wallonia. Aside from the petty nobles and the superficial bourgeois who form 
the vainest and emptiest of all wordly communities (with the most beautiful speci- 
men of this uncivil and parasitic race being found in the vicinity of the royal fa- 
mily), it is true that the Brussels intelligentsia includes 5,000 or 6,000 leftist 
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intellectuals who run after Jean-Paul Sartre, the Algerian Liberation Front, Sekou 
Toure and Fidel Castro. In thought they are always busy conducting other people's 
revolutions, but they hold their tongue when it is a question of Andre Renard. 
They are tense with regard to the Flemish and irritated by the Walloons." 


The Walloon powerlessness to honestly form a front with that kind of Brussels ha- 
also carri.d through in its institutions. In contrast with the Flemish who have 
merged their own regional and cultural institutions into a single Flemish Counci: 
and regional government, the Walloons have sought refuge in the less practical 
/asymmetric/ |in italics] model, with a regional council and executive body for 
Wallonia and a separate regional government for the French speaking community, in- 
cluding Brussels. 


The difficult contact between Wallonia and Brussels was not only apparent from the 
rapid disintegration of the French speakers' front, but also from a large number of 
economic documents. Michel Quevit's book on “The Causes of the Walloon Decline" 
was not very much read in Flanders, but for many politically interested Walloons 

it became a kind of bible. He did nnt immediately attribute the industrial crisis 
of his region to the fault of the Flemish, but to the world strategy of the multi- 
nationals who preferred to direct their investments toward Flanders (and far be- 
yond). However, they were not at all hindered or disturbed in this by the central 
Belgian government, which meekly suffered the laws of capitalism. Worse even, this 
government (which was strongly colored by the Flemish majority) /helped/ [in ita- 
lics | with this industrial shifting process, by making up about half of the invest- 
menst costs incurred. 


It is true that 67 percent was invested in Walloon steel and only 33 percent in 
Flemish steel (between 1959 and 1976), but the latter case involved job creating 
investments and the former involved a technical rationalization which eliminated 
thousands of jobs. Furthermore, the investment relationship is the reverse in the 
growth sectors: 31 percent for the Walloon metal /processing/ | in italics] industry 
and 65 percent for the Flemish. According to Quevit, this development is partly 
due to the dynamism of the Flemish Economic Association [ VEV ], effectively the in- 
dustrial wing of the Flemish Movement, and now also the moving power behind FLAG. 
The Walloon employers never managed to get decently organized, through their own 
fault. Furthermore, there has never been a Walloon bank like the Kredietbank, and 
thus no Walloon investors' class. The Belgian French speaking capital was concen- 
trated in the capital of the financial bourgeoisie and of the governments which 
were continuously led by Flemish. 


All of this led to the “unequal treatment" and the tutelage of Wallonia which 
Spitaels used in the election campaign: 13 billion francs per year for Limburg, 
nothing but difficulties with regard to the financing of Cockerill-Sambre, which 
is moreover compelled to buy the coal for its blast furnaces in the Campine. This 
is not true for Sidmar, to the annoyance of former RW Senator and steel expert 
Yves de Wasseige. As regional minister, Jean-Maurice Dehousse had to fight despe- 
rately to be able to keep the last Walloon anthracite mine, the Roton, with its 
2,000 workers open for another year at the cost of approximately 1 billion francs 
in state support. It did not do any good. 


Next to these defeats, sometimes called community defeats, with regard to the 


Belgian-Flemish power complex, major mistakes were made within Wallonia itself: 
why didn't the Walloon employers organize themselves, why did they continue to sell 
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wood from the Ardennes as raw material rather than process it at home? These gaps 
lead-to /ideological/ |in italics] condemnations of the economic game. These two 
kinds of setbacks explain the regular cooperation between the left and federalism 
in the South. But not only the left. The liberal head of list Baron Clerdent 
(former provincial governor, and former president of Cockerill-Sambre) is convinced 
that an internal Walloon economic consensus must be found, following the example 
of the Flemish. He also likes to point out that financially speaking time works 
against Wallonia: the longer one waits with the steel aid, the greater the losses 
will be. If all obligations since 1978 had been met, Cockerill-Sambre would al- 
ready have suffered only one-half or perhaps one-third of its current losses. But 
Claes, Eyskens and Vandeputte are Flemish, and EC Commissioner Etienne Davignon 

is a member of the PSC which must subtly play the game of the multinationals... 


This accumulation of disappointments has led to a certain paranoia in Wallonia, 
with wild but economically fruitless actions such as in Comines (the small school) 
or in support of Jose Happart in the Fourons. Spitaels justifies this, however, 
with the complaint: "There comes a time when a party has to save the essence of 
its respectability.” Henceforth Spitaels does what Cools only called for. He 
heads for the complete industrial autonomy of Wallonia. 


The Walloon socialists especially believe that the regionalization of the five na- 
tional industrial sectors will turn out to the advantage of Wallonia. Indeed, 
this would leave them their own steel, one coal mine, some glass and 17 percent of 
the textile industry, while Flanders would be liab.e for 80 percent of the textile 
industry, S*tdmar, the Limburg mines and the whole shipbuilding industry. Further- 
more, Wallonia would no longer want to hear any talk about the large infrastructure 
works: let Flanders itself pay for Zeebrugge, we will go to Dunkirk. Indeed, it 
is firmly believed that Wallonia has received less industrial government aid than 
its share in the national tax pot would warrant. A recent memorandum (22 Septen- 
ber) from the Walloon Regional Economic Council claims that between 1977 and 1980 
Wallonia received only 24.2 percent of the aid, as against 75.8 percent for 
Flanders. As a matter of fact, the motion issued by the PS congress on 4 Octoier 
does not lie about it. Autonomy must really be seized, not only for steel and in- 
dustry but for the whole infrastructure, energy and -- because otherwise it would 
not succeed at all -- credit. 


This radicalization temporarily excludes government cooperation between Christian 
democrats or liberals and the Walloon socialists. Because Wallonia is deeply divi- 
ded internally, more so than the Flemish think. Walloon "consciousness" is not 
very big yet, and the bridging of doctrinal contradictions is much more difficult 
in Wallonia than in Flanders. Wallonia has never had a foreign ruler who forced 
it into a tradition of cooperation. A movement such as Free Wallonia cannot be 
compared at all to the whole network of organizations which sustain the Flemish 
Movement. And in what way can the Walloon dream be served by powerful French 
speaking politicians like Paul Vanden Boeynants, and even like Philippe Maystadt 
even though he belongs to the left wing of the PSC? Even they do not succeed in 
avoiding dissensions with regard to important political appointments or between 
the "fiery city" of Liege and the "black country," Charleroi. Wallonia continues 
to be plagued by ‘too much politization of anything and everything and by too much 
verbalizing. The Flemish FLAG report was derisively put aside but not refuted. 
The statistically wrong image of a Wallonia which is constantly on strike, could 
not be undone among foreign investors, notwithstanding a couple large advertise- 
ments on the matter which Jean Gol published in the international press at the 
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time. And the only reason why the merger of the Walloon Council and the French 
speaking community council has not taken place is because then the PS would lose 
its quasi-dominance in political and economic Wallonia through the influx of too 
much bourgeoisie from Brussels. PSC Minister Michel Hansenne pleaded in vain for 
the merger, and even drew a blank in his own Christian union wing within the PSC. 
Even Yves de Wasseige believes that the Walloon difficulties can only become greatr 
if Brussels is brought into it. 


Finally, nobody does anything about the enormous handicap of stubborn Walloon mono- 
lingualism. Faced with the multinationalization of the economy and of technology, 
the Walloon movement locks itself up into its French and its regional languages, or 
into a vague love for France (certainly that of Mitterrand), which shows little 
interest however in the outlying areas north of Abbeville or Sedan. Even Francois 
Perin, who is clearly looking for an alternative nation for his people, only half 
believes in some kind of French solution. Perhaps, he says, at some point there 
will be possibilities for the existence of an independent Walloon nation within the 
European whole. But that is still so far away. 
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POLITICAL FEDERAL REPUBLIC OF GERMANY 


POLL ON PACIFISM, NEUTRALISM, ANTI-AMERICANISM 
Hamburg DER SPIEGEL in German 30 Nov 81 pp 94, 96, 98, 101, 103, 106 
[Gnattributed article: "One Pacifist Out of Every Four Is Against Peace Movement"/ 


ffext/ 35 percent of the FRG population feel "it would be best if we became a 
neutral country. Then we would not have to suffer as much from big=-power tensions. 
As the Austrian example shows, neutrality is a good way to go about things." This 
is what an Emind poll conducted on behalf of DER SPIBGEL came up with. 


Does this mean that Romy Schneider, Alice Schwarzer, Hamburg's ex-mayor Hans- 
Ulrich Klose, Joseph Beuys and Heinrich Boell have a following among the popula- 
tion that is as large now as that of the SPD ? They and several hundred others 
came out in favor of a bloo-free Germany in a full-page newspaper advertisement. 


Seven percent of the 2,150 men and women polled by Bmid on their feelings about 
pacifism said "I am a pacifist myself." The term pacifist had been expressly de- 
fined as someone who “opposes all types of weapons and any use of violence what- 
ever." Another 25 percent do not consider themselves pacifists as such but feel 
that "this position is the correct one," 


Now if one German out of every three is opposed even to rifles, how will it ever 
be possible to put medium-range missiles in place between the Elbe and the Rhine ? 


When asked whether "anti-American sentiment is developing in the FRG," only 26 
percent said "this is not so." The majority thinks otherwise. 21 percent said 
"that is correct" and 53 percent said "there is something to it." 


Then the only question remaining is just strong this anti-American sentiment is ? 


The three Emnid questions were designed to find out more about the isms most 
frequently cited in the FRG: pacifism, neutralism and anti-Americanism, Over the 
past few months, all sorts of etatements have been made on the subject ranging 
from the contention that these isms all but determine political life and will 
force a policy shift on Bonn to the view that all this merely comes down to wish- 
ful thinking on the part of a handful of political scatterbrains. 











If Emid had merely asked the three questions and let it go at that, it would 
have contributed as little to the discussion as the other polling institutes. But 
the Bielefeld organization went a step further, checking out all answers metim- 
lously,. 


Just how firm the conviction of the pacifists really is became evident when they 
were asked about military service, violence and the neutron bomb. The "neutral- 
ists" were asked how they felt about an American withdrawal from Europe, And as 
for the attitude of the FRG's population toward the United States, it has not 
been as thoroughly investigated for a long time as it was in the course of this 


With regard to pacifism, two commonly held views turned out to be wrong. For one 
thing, those Germans who call themselves pacifists do not hold to this view as 
strictly as it is defined in school books and encyclopediasy and for another, the 
pacifists cannot be equated with supporters of the peace movement. Anyone who 
does 80, will reach the wrong conclusions. 


As a result of the months-long debate about peace and armaments, the terms 
"pacifist" and "pacifism" are not circumscribed as they were before. Many tend 
to regard anyone as a pacifist who speaks up for peace or takes part in some 
demonstration, 


The definition with which Bmid prefaced the corresponding question tried to set 
more exact limits. Perhaps that is why only 7 percent actually called themselves 
pacifists, Polls conducted by other organizations had come up with higher figures, 


As against the 32 percent who are pacifist or pro=-pacifist, there are 22 percent 
who "consider this position wrong but are willing to accept it" and 17 percent 
who oppose it outright. 


The opinions of those polled differ according to party affiliation. Among SPD 
supporters, about one=third each hold a positive, negative or indifferent view of 
pacifism, CDU/CSU and FDP supporters are more critical; supporters of the "Greens" 
are more positive by far. 


One of the control questions concerned military service as well as alternatives 
to it. It was phrased in a general way so that it could be put to men and women 
alike, 


"When citizens of the FRG become subject to military service, they have three 
options, They can join the Bundeswehr as volunteers and serve a longer term than 
draftees; they can permit themselves to be drafted or they can refuse to do 
military service and instead perform civilian substitute service. Which of these 
options most closely corresponds to your own view ?" 


True to their principles, 63 percent of the pacifists came out in favor of refus- 
ing military service; but 21 percent said it would be consistent with their prin- 
ciples to become soldiers and 14 percent even said they would volunteer. The 
overall figures were: 22 percent in favor of volunteering; 61 percent in favor of 
compulsory service; 16 percent in favor of conscientious objection. 
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Another question was: “Does a soldier doing military service in the Bundeswehr 
contribute more to the preservation of peace than the peace movement 7?" 63 per= 
cent of the pacifists said no, but 20 peroent said yes with 17 percent not being 
able or not wanting to "say anything on this." The overall figures were: 51 per- 
cent yes; 26 percent no, and 22 percent no opinion. 


When the question of the use of violence was raised in comnection with the de- 
monstrations, it turned out that most non-pacifists, too, are opposed to vio=- 
lence in such instances, 


Seven percent of all those polled and 8 percent of the pacifists selected the 
answer: "When it comes to the attainment of important political goals it may 
happen that stones are thrown and people could then be hit by them." 


19 percent of all those polled and 18 percent of the pacifists selected the 
answer: "If people are hit, that cannot be justified under any circumstances, 
Violent action directed against property, such as the breaking of windows, that 
is another matter, I consider that permissible under certain conditions." 


74 percent both of all those polled and of the pacifists answered: "I am oppo- 
sed to violent action in principle, both against people or property. There is 

no political goal which warrants the use of violence.” It also turned out that 
the pacifists are not all in agreement on the main issues of the current con- 

frontation, 


When asked what the goal of the West should be, there even was a two-thirds 
majority for a policy of balance. One would think that the view that the West 
should “accept the superiority of the East" would be more in keeping with the 
opinions of those opposed to armaments on principle but in fact only a minority 
(24 percent) of German pacifists actually agreed. 


30 percent of the pacifists came out in favor of the dual NATO resolution; 36 
percent were opposed, and 25 percert had no opinion. And there is at least a 
minority (15 percent} among the pacifists that considers the neutron bomb a 
necessity, if disarmament negotiations fail. 


Although many of the FRG's pacifists do not seem to be purists when it comes to 
their convictions, they do tend to agree in large measure on most issues. 


In many instances, the figures are similar to or exactly like those of the sup- 
porters of the peace movement, who are active participants already or who "may" 
or "certainly will" participate in the future, 


But it would be a mistake to call the two groups identical for that reason. 


Those calling themselves pacifists were queried about the peace movement, Six 
percent said "I am opposed to it on principle." Seven percent said "I have some 
reservations." 14 percent said "I don't care." 30 percent said "I am for it in 
principle but will not participate actively." 25 percent said "I may actively 
participate." Five percent said "I will definitely take an active part" and 12 
percent said "I am already taking part in it." 
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Conversely, not all those active in the peace movement are pacifists. Many have 
joined because they view the movement as one way of rebelling against established 
authority. The reservoir of protest which manifests itself in the struggle against 
nuclear power and in the occupation of housing is now trying to play a decisive 
role in the fight against missiles and neutron weapons, 


Pacifists who think along peace movement lines but are presently not prepared to 
act accordingly might constitute a reserv» that could be mobilized, if the con- 
flict ever sharpened, 


The Emnid survey made clear that there is a connection between the following two 
attitudes: 68 percent of the pacifists said they were for a neutralization of the 
FRG. But only one-third of the total sample held to this view, 


The opposite view was concurred in by 63 percent of the sample and by 28 percent 
of the pacifists. The actual question was: "The FRG needs the political and mili- 
tary alliance with the United States and the other Western nations, A neutral Ger- 
many would be isolated and could not effectively resist pressure on the part of 
the Soviet Union," 


The Mannheim methods analyst Manfred Kuechler, who conducted a special computer 
study of the data contained in the SPINGEL survey, considers pacifism a key ele- 
ment in the desire for neutrality. Given otherwise concurrent views by two diffe- 
rent population groups, he found that the number of neutralists will simply de- 
pend on how strongly held the pacifist views are by the particular group, Another 
key element, Kuechler says, are opportunist considerations arising from a given 
situation, 


Many editorial writers and other commentators are wrong in assuming that the 
neutralist minority did not develop until after the missile debate began. In fact, 
it has been around for many years, A SPINGEL survey conducted in April of the 

1980 election year came up with exactly the same figures as the present survey 

in October 1981, 


Almost the same percentage of FRG citizens support the neutrality idea regard- 
less of the amount of schooling they received; of what their occupation is, and 
whether they live in a Hanse town of northern Germany or in Bavaria, One of the 
few exceptions was that among the “Greens” it was not a minority but a majority 
of 82 percent who came out in favor of neutrality. 


Although the convictions of most, if not all, pacifists stood the test of severe 
examination, the view that the FRG should be neutral turned out to be somewhat 
less firmly held, 


Anyone in favor of a neutral FRG without foreign troops ought logically to favor 
the withdrawal of American divisions from Europe as well. The idea that U.S. 
troops would leave Germany only to be stationed in Holland, Belgium and England 
instead would be all too naive, 











But when the Bmid interviewers posed this very question, it turned out not to be 
the view held by the majority of the "neutralists." Only 24 percent would "wel- 
come" an American withdrawal; another 38 percent would be "indifferent" to it; 
but all of 38 percent would “deplore” an American withdrawal from Burope. 


The views of any number of neutralists were also less than firm when they were 
asked for their opinion on the following statement: "We would be all but lost 
without the Americans." This was the popularly phrased statement on the FRG's 
need for the alliance with the United States. Nonetheless, only 44 percent of 
the neutralists said the statement was false; 20 percent expressed no opinion, 
but 36 percent said it was "true," 


The idea of a bloc-free Germany does not find one-third of the Germans so united 
that they might be referred to as a halfway homogeneous group. The views on the 
neutron weapon, for example, diverged quite sherply. 


Although most pacifists and peace movement activists are against manufacturing 

and stationing the weapons without reservations (73 and 74 percent) only 44 per- 
cent of the neutralists responded in the same way, And in their view of the peace 
movement itself, their responses do not differ markedly from those of the overall 


sample, 


The fact that the desire for neutrality is so easily dissipated among many of 
its supporters can be explained by its being a response to a question removed 
from reality, Most people do not view this issue as important at the moment and 
therefore take the easy way out when asked for their opinion on it, 


This is not new to demographers. Up to the sixties, people in the FRG would 
often be asked whether they would be willing to make sacrifices for German re- 
unification, The high number of positive responses earned headlines both for 
the survey results and the polling organizations but they were of no real poli- 
tical import, 


And up to the 1980 election year, repeated attempts were made to determine the 
potential of political parties that either did not exist as yet or were virtually 
unknown. In these polls, the figures invariably came out much too high and party 
founders, who put their faith in the pollsters, failed to achieve their goal be- 
cause of overoptimistic expectations, 


Figures such as those in response to the neutrality question are indicative of a 
mood but not of political potential. This would only be possible, if and when 
FRG neutrality were not simply a matter of newspaper advertisements but of poli- 
tical debate, But for now that simply is not the case, 


A lot has been said and written about anti-American sentiment in the FRG; but 
it was not clear so far whether this constitutes a real threat to the Bonn- 
Washington alliance or whether it is merely a paper tiger. Most of those polled 
by Emid opted for the vague response "there is something to it" which is a ree 
flection on this debate which lacks substance, 
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A somewhat clearer picture emerges when the responses to several questions deal- 
ing with attitudes not only toward the United States but also toward the Soviet 
Union are compared, 


On some, if only a few, points most Germans agree, Some pro and con views notwiti- 
standing, they agree that the United States is superior to the Soviet Union "in 

a mumber of fields." A broad spectrum, ranging from the Bavarian CSU to suppor- 
ters of the "Greens," believe that America is ahead in industrial development, 

in science and technology as well as in social affairs. The mumber of those who 
consider both the education and training of young people in America to be supe=~ 
rior to that in the Soviet Union is somewhat smaller, In only one field out of 

the five included in the questions the Soviets were ranked higher than the Ame- 
ricans and that was the military field. 


At first glance it might seem that there is more or less general agreement both 
on these factual mitters and the attitude toward the United States because in 
fact there was a clear pro-\merican majority among those polled by Bmid, 


53 percent termed relations between the United States and the FRG "very good" 
or "good;" another 27 percent termed them "satisfactory." 19 percent said "ade- 
quate;" 5 percent said "inadequate," and 1 percent said "unsatisfactory." 


The change of administration and policy in Washington did not pose problems for 
68 percent of the West German population. 41 percent have as mech faith in the 
United States as before; another 27 percent have more faith now than they did. 
These majorities were obtained among CDU/CSU, SPD and FDP voters. 


Although these figures prove that anti-American sentiments are not held by a 
majority of the population, one German out of three says he has "little" or 
even "very little" faith in the United States and that is an indication of an 
impaired relationship to the Western superpower on the part of a minority. 


Among Germans with a secondary school diploma, there even is a slight majority 
who say they have little faith . It has frequently been the case that views held 
by this above average group in terms of interests and information later were 
adopted by the rest of the population. 


Nonetheless, it would be reading too much into the Emid data cited thus far to 
conclude that they by themselves indicate that an anti-American attitude prevails, 


The recponses to seemingly unpolitical questions tend to clear things up further, 
When asked which nation "they liked best," those polled mentioned the Swiss most 
often (38 percent) and the Americans and French next (20 percent each). These 
were followed by the Inglish { percent); the Spaniards (7 percent); the Poles 
(5 percent); the Belgians (3 p..cent) and the Russians (1 percent). 
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When the responses were broken down into smaller groups, the top three—Swiss, 
Americans and French—<always remained the same; the only thing that changed was 
the sequence, 


There were exceptions only among the peace movement activists and the "Green" 
voters, The most striking difference was that the "Greens" named the Americans 
least of all and relegated them to last place, 


There were similar responses to a question asking those polled to place the Ame— 
ricans and Ronald Reagan as well as the Russians and Leonid Brezhnev on a popu=- 
larity scale from +5 to He 


The more positive the attitude toward the peace movement was, the higher the 
Russians and Brezhnev came out on the popularity scale and the lower the Ameri- 
cans and Reagan fell, 


Among those oppoged to the peace movement, the U.S. President got 2.5 points on 
the plus scale with Brezhnev getting -2.0 points on the mimus scale. 


Among the activists, on the other hand, both men came out at -1.6,. For Reagan, 
that was a drop of 4.1 and for Brezhnev, a modest gain of 0.4 points. 


There are other correlations among the various responses. In general it oan be 
said that the attitudes to the peace movement and to the United States are in- 
versely proportional, 


Ths, 77 percent of those opposed to the peace movement but only 26 percent of 
the activists have great faith in the United States. 


While the overall sample viewed Moscow in a more critical light than Washington, 
it was the other way around in some instances among the peace movement activists. 
Where there are different responses to the question of which of the two super= 
powers really is interested in disarmament negotiations, the overall sample 
generally assumes that it is the United States with the activists more often 
saying it is the Soviet Union. 


A minority of the population, which identifies with the peace movement, holds to 
anti-American sentiments or rather to sentiments directed against the present 
U.S. leadership. 


Among those opposed to or critical of the peace movement, on the other hand, the 
pro-imerican view is getting firmer, 


A survey such as this can only give an indication of current public opinion but 
some responses do permit one to draw conolusions about things to cume,. 


Whbther opinions will further polarize will depend on political developments. But 


just how they will develop can be shown on the basis of this Mmid survey. The 
neutron bomb question presented those interviewed with four choices, They could 
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answer yes or no as well as yes or no with or without reservations. Most opted for 
the less restrictive responses, 


Bat if the time ever came for actual dates and mmbers as to where and when these 
weapons would be stationed in the FRG, then opiniions would become a great deal 
firmer, And at that juncture, most citizens would come out as sharply against tho 
opposing view as those now do who opt for or against the neutron bomb without any 
reservations whatsoever, 


This polarization process is far advanced already, Those who are already keeping 
their distance from the United States now say that their faith has declined even 
further and those who already feel a close tie to the Western superpower say that 
their faith has, if anything, increased, 


Even individual decisions by Reagan seem to speed up this polarization process, 
Most citizens agree on only two of the five decisions cited by the mid inter- 
viewers: they are for the resumption of wheat shipments to the Soviet Union and 
against Reagan's support of the military regime in El Salvador, 


On the other hand, the decision to ship weapons to Chinas; Reagan's economic and 
fiscal policies, and the mass dismissal of the air controllers confirm some in 
their favorable view of the President and others in their negative view, 


In the main, anti-imerican sentiments are limited to a minority with ties to the 
peace movement; but there are contradictions in the views of others which are 
hard to gloss over and difficult to explain. 


Most Germans do say they have great faith in the United States but at the same 
time 45 percent agree that the increase in U.S. military expenditures heightens 
the danger of a4 new war, 


One could argue that those who voice both opinions tend to think the Reagan ad- 
ministration has no other choice in the face of the Soviet threat; but that will 
still not make the two views any more compatible. 


Nor can another major contradiction be explained away—the dichotomy between this 
aspect of public opinion which views more weapons even for our side as a source 
of greater danger and the official government line which says that more weapons 
tend to afford greater security. 
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Pazifismus: . 
Fast gleich viele 
Anhanger und Gegner 


(1) 


(2) 


(3) 
(4) 


.Bin selbst Pazifist“ 





..Finde ich richtig, bin aber selbst kein Pazifist” 
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(5) -Bin weder dafur noch dagegen" 


(6) |b 2) 

















(7) »Biri dagegen“ 


Key: 

1. Pacifism: Almost as Many For as Against 

2. "“Pacifists are opposed to weapons of all kinds and to the use of vio- 
lence. What is your opinion 7?" There was a choice of five responses. 
The percentage figures appear below, 

3. “I ama pacifist myself" 

4. "I agree, but am not a pacifist myself 

5. "I neither agree, nor disagree" 

6. "I disagree, but am prepared to accept it" 

7. "I disagree" 
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(1 Kampferischer Pazifismus 
Je nach ihrer Einstellung zum Pazifismus * differieren So Anatetten dey Guntechinger, Es wahiten 
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»WOrde nichts daf0ir und nichts San tun“ 
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(8 ) Warde Protestlisten unterschreiben 


»: aa | 12 igh Way 
(9) .Wirrde bei Protestdemonstrationen mitmachen" 
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(10) ..Wirde mich an einer ta 5 so 
* Auledung auigrund der Antworten aul menrere cinachiigige Fragen, Menrhichnennungen waren méglich 
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Militant Pacifism 

Depending on their attitude toward pacifism (based on responses to 
several relevant questions, multiple responses permitted) the views of 
those polled tended to differ. Below are the percentage responses of 
those interviewed whose bent toward pacifism was 

Weak 

Moderate 
Strong 

"T would dissuade people from protesting" 

"T would do nothing for or against it" 

"T would sign my name to a list of protesters" 

"T would take part in protest demonstrations" 

"T would take part in a citizens' initiative to oppose stationing" 
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(1) [Jeder Dritte mit Abitur:| ors 
ehrpflicht verweigern " One out of Three with Secondary 














7 1. 
(2) | Srmacieonecsnteiecnmntabe: School Diploma Would Refuse to 
Befragien fir dle Antwort in 3B Serve 
2. Listed below are the percentage 
(3) |] .Freiwitig zur Bundeswehr" responses to a question about 
"your own attitude" toward mili- 
(4) tary service 
3. "Would volunteer" 
4. “Would wait to be drafted" 
(5) .Wehrdienst verweigem 5. “Would be conscientious objec- 
: tor" 
(6) Saunep sctipmene eat aS ae 6. The percentage of these who 
aang, Caen ven jp 18S said it was their own attitude 
g 29] to refuse to serve were: 
(7) | Bundesburgem unter 30 Jahren 7. Citizens below age 30 


8, Citizens over 430 
9. Former grade school students 


(8) | Bundesburgem ab 30 Jahren 
lacking vocational training 














L_1) 10, Former grade school students 
(9) | traneren Voksechdlem ohne Lehre with vocational training 

zx 11. Former middle school students 

. ; 12. Persons with secondary school 
(10) stheren Vothaachilem mit Letwe diplomas 
17 13. Opponents of peace movement 

(11) | truneren Mitteischilem 14. Critics of peace movement 

a = 15. Indifferent toward peace move- 
( 12 ) Bundesburgem mit Abitur ment 

US inl 16, Sympathizers of peace movement 

) 3 17. Potential peace movement acti- 
(13) | Gegnem der Friedensbewegung vists 


(14) Kntikemn der Fnedensbewegung 


( 1 y' ) Gleichgultigen gegenuber der 
Friedensbewegung 


{8 
( 16 ) Sympathisanten der Fnedensbewegung 














men a) 
( 17) potentiell aktiven Anhangem der 
Friedensbewegung 
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38 Percent of SPD Voters: Would Join Protest 

"How would you react, if U.S. forces would put medium-range missiles in 
place near here ?" Percentages of following three catocgories: 

Total sample; CDU/CSU voters; SPD voters 

Would advise friends, colleagues, neighbors not to take part in protest 
Would neither support, nor oppose 

Would sign name to protest list 

Would take part in protest demonstrations 

Would join citizens' initiative to oppose stationing 








(1) | Neutralitat a la Osterreich? 
Eine Neutralitat der Bundesrepublik nach gung, aber nur von einer Minderheit der 
| ; Bundesburgem insgesamt 















bejahen (35) 


verneinen ‘eine Neutralitat der Bundesrepublik 





‘* Es bejahen eine Neutralitt der Bundesrepublik von je 100 

1 | CDU/CSU-Wahlern (30) 

is | SPD-Wahiem _ x) ¢ 
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( 11 ) Gegnem der Friedensbewegung 
(12) = _ PeeRbre eee 

13 ~ (36) Gieicngultigen gegeniber der Friedensbewegung 
} i) | Sympathisanten der Fredensbewegung 39) 

15 | potentieli aktiven Anhangern der Friedensbewegung i 70) 


Key: 
1. Austrian-Style Neutrality ? 
2. “Austrianestyle neutrality" for the FRG was favored by most supporters of 
the peace movement but only by a minority of the total sample 
3, The percentages for the total sample were: 
4. In favor 
5. Against 
6. Percentages favoring FRG neutrality 
7. CDU/CSU voters 
8. SPD voters 
9. FDP voters 
10. "Green" voters 
11. Opponents of peace movement 
12. Critics of peace movement 
13. Indifferent toward peace movement 
14. Sympathizers of peace movement 
15. Potential peace movement activists 
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3 Neutralisten: am liebsten CDU/CSU *: -: 














2 ~~ Aut dle Frage, welche Pastel sie zur Zeit wahlen wirden, antworteten von je 100 
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Key: 

1. Neutralists: Would Prefer CDU/CSU 

2. Percentages of those asked which party they would vote for at present, 
according to following four categories: 

3. Total sample; pacifists; supporters of neutral FRG; potential peace 
movement activists 

4. CDU/CSU 

5. SPD 

6. FDP 

7. "Greens" 
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Bei Differenzen 


auf Distanz? 
Was sof Bonn tun bei Ortferenzen mit der (1) 


Go ape uni 2 





























Key: 

1. Most "Green voters would 
be happy “to see the 
United States withdraw 
its troops from Europe 
for whatever reason," 
But only a minority of 
the total sample thinks 
likewise, Percentages 
on troop withdrawal que- 
stion follow: 

2. Would welcome; would 
regret; would neither 
welcome, nor regret 
("I don't care") 
































1. Keep Distance in Case of Conflict ? 

2. What should Bonn do in case a conflict arises on how the West should deal 
with the Soviet Union ? Opinions differed acconiing to party preference 
and attitude toward the peace movement. Percentages for those who said 
the FRG should adjust to U.S. policy and those who said it should keep 
its distance follow: 

3. Total sample 

4. CDU/CSU voters 

6. FDP voters 

7. "Green" voters 

8. Opponents of peace movement 

9. Critics of peace movement 

10. Indifferent toward peace movement 
11. Sympathizers of peace movement 
2e Potential peace movement activists 
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(1) [Friedensbewegung: 2, nosing wre nen gute co 
Vertrauen zu Moskau .. die USA und de Sowiet-Union hinsichtich 
Gegher und Anhanger der Friede “i: ae Gundesbiyer ili dar Fleder ae t (11) 
unterscheiden sich im Grad des Vertrauens ° . sympathisieren, desto gréBer werden MiB- 
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. USA  Sowjet-Union 
»Moskau miBbraucht Verstandigungs- es : : 
(3) Rie voces ng militarisches Gleichgewicht (12) 
oo — (13) 
( 4) Moskau meint es ernst mit der ” 7 
Entspannungspolitik” Es halten militarisches Obergewicht 
aiecne fir das Ziel der fiir das Ziel der (14) 
Es entschieden sich fiir die Antwort: 
(5) Moskau meint es ernst mit der USA _ Sonjet-Union 
Entspannungspolitik" von je 100 
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Peace Movement: Confidence in Moscow 


Opponents and supporters of the peace movement differ on the confidence 


they place in the Soviet Union, This is evidenced by responses to the 


question whether "Moscow abuses our readiness to negotiate in order to 


expand its might or whether it is seriously interested in detente." 
Percentages follow: 
Moscow abuses readiness to negotiate 

Moscow seriously interested in detente 

Percentages for "Moscow seriously interested in detente" 
Opponents of peace movement 
Critics of peace movement 


Indifferent toward peace movement 


Sympathizers of peace movement 


Potential peace movement activists 
The differences were also evident in the responses to questions on what 


aims U.S. and Soviet military power pursue. The stronger the support for 
the peace movement, the greater the mistrust of the United States and the 
greater the confidence in the Soviet Union. Total sample response on what 
the superpowers! goals are, broken down into U.S. and USSR 











12, Military balance 

13. Own superiority 

14. Percent response to question whether military superiority is goal of 
U.S., USSR 

15. Opponents of peace movement 

16. Critics of peace movement 

17. Indifferent toward peace movement 

18. Sympathizers with peace movement 

19. Potential peace movement activists 
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